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GENERAL HOUSING LEGISLATION 


MONDAY, MAY 16, 1960 


Houser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuBpcoMMITTEE ON Hovusina, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1301, New House Office 
Building, Hon. Albert Rains presiding. 

Present: Messrs. Rains, Addonizio, McDonough, Widnall, and Der- 
winski. 

Mr. Rarns. The committee will please come to order. We have a 
heavy schedule and we will have to proceed. I am going to ask 
Mr. Mason, Mr. Zimmerman, and Mr. Baughman to come around first. 
I feel that is all we will be able to get around to this morning. We 
will ask the other gentlemen to remain, however. 

I would like to say for the record and for the members of the com- 
mittee that we don’t have any specific bill as such before the committee. 
We have a number of bills before us, some of them introduced by the 
chairman and some introduced by other Members of Congress, all 
pertaining to different facets of the housing program. We hope at the 
end of the hearings that we will be able to take these bills that are be- 
fore us and out of them write a general overall housing bill. 

I might say also that because certain items have been left out of bills 
that may have been introduced doesn’t neessarily mean that they are 
not going to be considered in the overall bill because we are going to 
consider the whole picture. We will be asking specific questions 
about various bills that have been introduced, and the committee will 
then, at the close of our hearings use these bills as a vehicle upon which 
to write the housing bill for 1960. 

I have asked Mr. Mason, Mr. Baughman, and Mr. Zimmerman to 
come first. I happen to know Mr. Mason has an engagement along 
about 1 o’clock and we would like to let him go at noon if we can. 

I see we only have two witnesses for tomorrow, so if we did have to 
carry over somewhat, we could contiuue with the agency witnesses 
tomorrow. I see my good friend Dr. Talle in the audience. I want to 
extend my greetings to you, Doctor. We are really delighted to have 

ou. 
i Mr. Tatxx. Thank you very much. 

Mr. Rarns. Mr. Mason, I think the best way for you to proceed is 
to read your statement, so we will now hear from Mr. Norman Mason, 
Housing and Home Finance Administrator. 
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STATEMENT OF NORMAN P. MASON, HOUSING AND HOME FINANCE 
ADMINISTRATOR 


Mr. Mason. Mr. Chairman and members of the committee, it is a 
pleasure to be here. I have with me Commissioners Davern, Hazel- 
tine, Walker, Zimmerman, and Baughman. Mr. Zimmerman and 
Mr. Baughman are here at the table with me. Together we will help 
you in any way we can in your consideration of housing legislation. 
You asked us to review briefly the status of our major program oper- 
ations and to comment on H.R. 12152, the Relocation Assistance Act 
of 1960, and H.R. 12153, the Home Financing Act of 1960, both in- 
troduced by your chairman. Each Commissioner will discuss the 
operations of his constituent agency and the provisions of these bills 
relating to them. I will comment on some of the general provisions. 

With respect to some parts of the chairman’s bills, which became 
available to us only late Tuesday, it has not yet been possible for 
us to adequately develop administration positions. These provisions 
will be indicated in our statements, and the chairman has informed 
us that we will have an opportunity to comment on them later. 

Mr. Rartns. That is correct, we will be glad to hear from you. 

Mr. Mason. First, the matter of departmental status for Housing 
Agency functions: A number of bills have been introduced in the 
House during the past several years which would establish a new 
executive department with primary responsibility in the field of 
urban housing and urban development. The most recent of these 
bills are H.R. 11918, by Representative Lindsay, to establish a De- 
partment of Urban Affairs, and your chairman’s bill, H.R. 12153, 
which would provide in title V for a Department of Housing and 
Urban Affairs. 

I do not recommend the enactment of any of this legislation at this 
time. My position in no way arises from disagreement with many 
of the broad policy arguments which have often been made by pro- 
ponents of departmental status for our Agency’s functions. On the 
contrary, I se that the time is near when the principal responsi- 
bilities of the Federal Government in the field of urban housing and 
community development ought to be organized into a new executive 
department. I base my belief on a force which is operating to give 
constantly increasing national significance to urban and metropoli- 
tan problems. This force is the rapid growth of our population, ac- 
companied by an even more rapid shift between rural and urban 
living. In 1900, 24.1 million people lived in metropolitan areas. By 
1959, this figure had increased more than fourfold to 100 million. Our 
total population had meanwhile increased by less than one and one- 
third. 

As our urban communities have rapidly spread across municipal, 
county, and State lines, new problems have arisen and new Federal 
programs have been devised to help in their solution. Functions of 
the Housing Agency now have a tremendous impact on the entire 
national economy. They closely affect the daily lives of many mil- 
lions of our citizens; they play a vital part in the livability and the 
economic stability of towns, cities, and metropolitan areas throughout 
the Nation; and they are closely related to the programs of many 
major departments of the Government. Finally, as your committee 
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knows, our functions are necessarily technically complex, as they 
affect the many difficult and closely interrelated problems of our urban 
communities. 

The basic objections which I see in the proposed legislation relate 
to its timing and to the method of approach. In the case of certain 
of our program operations, there is a need for quickly gearing them 
to changing conditions in the economy or in the homebuilding or 
financing industries. However, I am sure it is fair to say that the 
advantages of vesting community development functions in a new de- 
partment are a matter in which this sort of timing is not as vital. 

The problem of timing is quite clearly pointed up by H.R. 12153. 
It would create a commission to study further transfers of functions 
to the new department and to make such recommendations several 
months after the department is originally set up. The further re- 
organization proposals would then be submitted to the Congress for 
consideration. ‘The best and most efficient organization could be ac- 
complished if the vital areas to be covered were known at the start. 

With this in mind, I would not want us to foreclose the alternative 
of accomplishing the desired result through a reorganization plan 
submitted by the President. The Reorganization Act has in recent 
history vested in the President important powers to make the ar- 
rangements he feels necessary for the discharge of his constitutional 
responsibilities. Since the creation of an executive department is 
certainly a major exercise of such power, it would seem that the pos- 
sible use of this method of bringing about the desired result ought to 
have very thoughtful consideration. 

As your committee knows, the President could not follow this course 
because the Reorganization Act of 1949 expired last year. The Presi- 
dent has again this month urged extension of the act. 

I am sure that my comments will not be misunderstood as in any 
way suggesting that the Congress is not free to legislate in this field 
as it chooses and when it chooses. Rather, the question that I wish 
to raise relates to whether there is more to be gained from enacting 
a pending bill at this time or from making possible recourse to an 
alternative approach which gives the President maximum discretion 
both in perfecting and in sponsoring a proposal. 


DIRECT LOANS FOR CONSTRUCTION OF RENTAL HOUSING FOR DISPLACED 
FAMILIES 


The chairman’s bill, H.R. 12152, would authorize larger relocation 
payments to families and businesses displaced from an urban renewal 
area, and would provide for additional assistance to them under 
several new programs. 

Although Mr. Walker will comment on specific provisions in that 
bill, I wish to discuss briefly title II. This title would authorize the 
Housing Administrator to make direct loans, from the funds ob- 
tained directly from the Treasury, to nonprofit corporations for the 
construction of housing to be rented with a priority to families of 
low or middle-income displaced from urban renewal areas. These 
loans could be in an amount equal to 100 percent of the replacement 
cost of the housing, could have maturities up to 60 years, and would 
have an annual interest rate of 2 percent. Apparently, only new 
housing, as distinct from rehabilitated housing, would be eligible. 
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I strongly recommend against the enactment of title II of H.R. 
12152, and I have been authorized to advise that its enactment would 
not be in accord with the program of the President. 

The Congress, in the legislation enacted to meet the needs of 
citizens displaced by urban renewal, and by other governmental ac- 
tions to improve our cities, wisely provided in the original section 
221 of the National Housing Act, and also in the additional provi- 
sions of the Housing Act of 1959, for incentives to the private build- 
ing and lending industries to meet these relocation needs. Evidence 
is accumulating that, with the help of the 1959 amendments, our 
present tools should work out well. 

I hope the Congress will not abandon this private enterprise ap- 

roach and substitute for it a subsidy program such as is proposed 
in H.R. 12152. While the Congress has denied us funds for isa 
mining with exactitude the cities’ relocation needs, we are sure from 
our studies that the burden on the Treasury for such a program as 
proposed would be tremendous. 

The FHA mortgage insurance programs under section 221, and 
FNMA purchases of the mortgages under its special assistance pro- 
gram, are designed to encourage the provision of both new and re- 
habilitated housing for these displaced families. In the case of sales 
housing, both new and old, the eo is required to make only a 
$200 downpayment, which can include closing costs and the value of 
work he himself does on the house. 

Where section 221 rental housing is provided by nonprofit corpora- 
tions, the mortgage may equal 100 percent of the replacement. cost 
in the case of new housing, or 100 percent of value in the case of 
rehabilitated structures. Only last fall, the Housing Act of 1959 
authorized a new program of mortgage insurance under this section 
for rental housing to be provided by builders for profit. This rec- 
ently perfected program for displaced families should be given an 
opportunity to develop. 


SECONDARY MARKET IN FEDERAL HOME LOAN BANK BOARD 


I would ask your permission to comment at a later date on title IIT 
of H.R. 12153. This title would create a new corporation in the 
Federal Home Loan Bank Board with authority to buy and sell home 
mortgages, both conventional and federally guaranteed, issued by 
members of the Federal Home Loan Bank System. Stock in the 
corporation would be purchased by the Federal home loan banks and 
their members, and the corporation would be authorized to issue 
obligations. 

This title raises several serious questions which are now being 
considered by the Federal Home Loan Bank Board and other inter- 
ested Federal agencies. I understand that the Board will testify be- 
fore you later during the hearings. 

Mr. Chairman, the other provisions of the bills being considered 
will be discussed by the Commissioners. 

Mr. Rains, this concludes my statement. 

Mr. Rats. Mr. Mason, in order to let you off early, I think we will 
dispense with the usual routine of having everybody present their 
statements and we will interrogate Mr. Mason. 
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Mr. Mason. Mr. Rains, I have until 2 o’clock if that would help 
convenience the members. 

Mr. Ratns. Well, we expect roll calls after 12 o’clock so we may be 
tied up ourselves. We will be glad to have your statements later on 
the bills you refer to that you didn’t have time to complete your 
statements on. I introduced the latter part of the week a bill by re- 
quest which proposes a form of central mortgage bank. Later on I 
would like to receive your testimony on that bill also. 

Mr. Mason. We would be happy to comment on that. This is the 
bill which you introduced Friday ? 

Mr. Rains. Yes. 

Mr. Wipnati. Mr. Chairman, will we have the opportunity to 
examine the witnesses at that time too or are you suggesting that they 
submit statements on that for the record ¢ 

Mr. Ratns. You will have the opportunity if you desire to examine 
them at that time. If you desire to call them back, they can be 
examined on it. 

Mr. Wipnatt. As long as that is understood. 

Mr. Mason. Mr. Rains, you know we are available at any time 
you want, 

Mr. Rarns. I might be the one myself who would want to call them 
back and examine them on it. 

Mr. Mason, I read your testimony before the Senate committee last 
week and I note that you spent most of your time attacking the bill 
which passed the House the other day, the FNMA support for the 
home mortgage markets and I just want to ask you a specific question. 
Judging from your testimony, everything was all right. Are you 
satisfied with the figures on the housing starts as of now ? 

Mr. Mason. Yes.; lam, Mr. Rains. 

Mr. Rains. Do you mean to tell me that you think 1.2 million—— 

Mr. Mason. It is not quite a million two yet. 

Mr. Rains. Do you mean to say that is sufficient in the way of new 
housing starts ¢ 

Mr. Mason. Do you mean would a 1,200,000 annual housing rate 
be enough for the needs of the country today? 

Mr. Rains. Yes, 

Mr. Mason. Mr. Rains, I think it will be; yes, sir. 

Mr. Rains. Well, Mr. Mason, according to every other person that 

I have ever talked to in housing, and all of the information we can 
gather, nobody ever seems to think that we should be building less 
than 1,300,000 in order to meet our minimum needs let alone make 
inroads on our substandard inventory. When did you change your 
opinion ? 

It seems to me I have heard you say on other occasions that we 
ought to have at least 1.3 million. 

Mr. Mason. Well, I wouldn’t be so bold as to say I never had said 
that, Mr. Rains, because when one is around for years one makes 
various comments. I don’t believe I have said it, however. As the 
chairman knows, I think we are all working with one set of figures 
and let’s say we stick with that. We are not changing because there 
may be a change in the basis on which reporting is done, and the point 
is that we need according to some witnesses all of the way from 100,000 
up to several hundred thousand more than we have done. I base 
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my opinions on what I think not only the country needs but what it 
can absorb, Mr. Rains, and I observe that when we get to build too 
many houses we begin to have some soft spots. Houses sit longer 
than they normally would before they are sold or occupied. 

Mr. Rarns. Of course, in 1958 we found out when we got down to 
about the figure where you are now, that we started dropping into a 
recession and what we did in the field of housing helped to bring us 
out of that recession. Isn’t there also a danger on the other side? 

Mr. Mason. The housing industry has always been an industry 
which has reacted well to bring us out of depressions; yes, sir. 

Mr. Rarns. There is no doubt about that. 

Mr. Mason. But currently if you will look at the figures on vacan- 
cies, you will find that vacancies in rental housing, for instance, are 

larger now than they have been and the tendency is for them to 
increase a little bit. These are the things that I am talking about 
when we get to building too many units at one time. 

Mr. Rains. But not sales housing. You don’t find any soft spots 
there, do you? Of course, you might find a city here or there that 
may be soft for 6 months and then 6 months later might not have a 
surplus; isn’t that correct ? 

Mr. Mason. Even in the slowest times and the best times, there are 
always some cities where the builders get too many houses, I agree with 
you. But I also agree with you that there is not now a large surplus 
of unsold sales housing nor is there too large a surplus of rental hous- 
ing. The point is that we are just getting to begin to worry about 
these a little bit. 

Mr. Rarns. Mr. Mason, on many a public occasion—I wouldn’t 
make this statement unless I knew it was correct because somebody 
would jump me on it—but I have said we are building houses today 
at a per capita rate far below the rate in 1925, 35 years ago. Is that 
a true statement ? 

Mr. Mason. Thisstatement is correct, Mr. Rains. 

Mr. Ratns. Well, it is amazing to me to hear you say that we don’t 
need any more houses when we are building at a slower rate than 
we were in 1925 and the population was much smaller, and when 
families were not forming as fast as they are today. To say that we 
ought to be satisfied with a lower per capita rate than we were build- 
ing in that distant day does not make sense. How do you answer 
that? Either my figures are all wrong or my idea that people want 
homes is misguided or else we ought to be building more than 1,200,000 
units a year. 

Mr. Mason. Well, the chairman and myself, I guess, were both 
active in the 1920’s. I know that I wasat any rate. 

Mr. Ratns. I was around. 

Mr. Mason. You will remember that we had a war period in which 
we didn’t build any housing and we had people come back from the 
war and we had economic conditions in the country which were good. 
We had a little recession in 1923, and we came out of this, and so the 
building per capita rate at that early time was high. Mr. Rains, in 
doing figures this year we discovered that we had to go back in 1925 
to find a year when we actually built more privately financed houses— 
I mean in 1959 we built the second highest volume of privately financed 
houses, and 1925 was the year when we built more than we did in 
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1959. Of course, we had no Government assistance programs of size 
in those other years. 

Mr. Ratns. I want the record to show, Mr. Mason, that I am dis- 
appointed in your statement that we don’t need more than 1,200,000 
units a year. I am truly disappointed in that and I don’t anyone in 
Congress really shares the idea that we ought to assume that is the 
optimum goal and stop with 1,200,000 because I regard that as some- 
thing less than the bare minimum the people of this country need and 
would build if we could have just a little better financing. Now, I 
will ask you one further question. You won’t deny that the bill 
which has pased the House and is now before the Senate would help 
get more houses ? 

Mr. Mason. Yes, Mr. Rains, it would. 

Mr. Rains. Now, jumping around, last ae when we put the direct 
loan program for elderly people in the bill, the administration, as you 
know, opposed it, and I think I will have to say that it was the one 
section of the bill that had the strongest support in the Congress. 
Nobody offered an amendment to strike it—it had the strongest appeal 
of any section of the bill. I don’t understand why you didn’t ask 
for an appropriation for it this year. 

Mr. Mason. Mr. Rains, it is my opinion that the two programs, 
the program in FHA and the program in PHA, do cover the market 
as we see it, the needs of elderly people. This program was therefore 
not recommended by the administration. We sincerely believe that 
it was not necessary, that the needs of these people can be cared for by 
the existing public housing program and the existing FHA programs 
which are several as the chairman knows. 

Mr. Rains. Well, of course, as you know, we never in this committee 
opposed the other part of the program which was in the bill to improve 
the mortgage insurance program to provide housing for the elderly. 
Instead we made every etfort to make it better, but we were concerned 
and I think the Congress was concerned, about the difference in rents. 
You realize, of course, that the direct loan program would lower the 
rents some $18 to $20 a month below what you could ever hope to get 
under the insurance program. We felt that it was the answer to help 
people who cannot rent the homes built under the FHA program. 

Mr. Mason. I am sure you have carefully studied these figures of 
$18 to $20 a month, Mr. Rains. I think they are a little high or that 
the reduction would be less than this but the reduction would be large 
naturally. 

Mr. Rarns. You said the 221 housing was the answer for people 
being dislocated by urban renewal and other public programs includ- 
ing highways. I think it still may be a helpful program. But it 
really is not doing the job and I found out we only completed 16,000 
units in 5 years under it. I know that program is not the answer. 
This long-term program I have put in this bill for relocating people 
I don’t say is the complete answer either. But we need some other 
method besides 221 to solve the problem. 

Mr. Mason. I agree with you thoroughly, Mr. Rains, we have to 
keep studying this program. I don’t think any of us have come up 
with the total answer, but the Congress last year gave us one more new 
tool in September. It is too early to find out what this will do, but I 
think this will do things. The homebuilding industry tells me it 
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will. They told me last fall and I am convinced they were speaking 
truthfully, about their ability to do things under that rental provision 
of the law. I think that these programs take time. One of our prob- 
lems with 221 is to be sure that this actually does relocate people and 
as you know we made quite a study of this last year. 

Mr. Rarns. In talking with the people in the Congress who support 
urban renewal and most of the Members do, it is clear to me that un- 
less we do something to ease the pains that are growing up about the 
relocation of those people, it is going to eventually kill the urban 
renewal program. I agree with what Albert Cole, the former Hous- 
ing Administrator and a former esteemed colleague on the Banking 
Committee said in a recent speech. He said it was clear that the 
relocation problem if unsolved could bring urban renewal to the 
brink of stagnation. He could not have been more correct. If 221 
is not going to do the job, don’t you think we ought to find some other 
solution ? 

Mr. Mason. Well, Mr. Rains, it isn’t entirely the 221 program, of 
course, that handles relocation, as you well know. 

Mr. Rarns. Of course, public housing does help the very lowest 
income groups. But there are many people who are being dislocated 
whose incomes are too high for public housing, even if we had 
enough units, which we don't. ‘ak their incomes are too low to buy 
decent private enterprise housing, especially at the high interest rates 
that now prevail along with excessive discounts. So there is a great 
number of people in between public housing and private housing 
that urban renewal is bulldozing out of their homes and we are not 
doing anything to help them find a place in which to live. Now, what 
euggeetion do you have to meet that ? 

r. Mason. Mr. Rains, there is a tremendous amount of housing 
in every one of our cities which has been built when costs were lower, 
when rentals were lower, where units are available to these people. 
Now, I am not talking about slum housing. I am talking about good 
ordinary housing which ordinary Americans live in right along. 

Mr. Ratns. How can they get in that house now if you are tearing 
down the places in which to live and there is no housing vacant, just 
how can they get into those homes? 

Mr. Mason. Well, there are housing vacancies and that is the reason 
for it. This is the indication which I speak about in the rental hous- 
ing figures. This is not new housing I am talking about, but existng 
rental housing. There is an increasing indication of openings in this 
type of housing. 

Mr. Ratns. Well, I am quite sure after having talked with a great 
many of them, Mr. Mason, that the mayors, who are the people 
closest to this program, down at the grassroots of America, are going 
to be very insistent that we give them every possible tool to help 
relocate the people that they are dislocating. I hear it also from the 
Members of Congress. Delegations come down here that are being 
uprooted. They can’t get into other housing. I can see that it is 
going to become a millstone around the neck of urban renewal unless 
we meet it some way and that is what we are trying to—I mean we are 
trying to make that effort in this particular bill offered for study. 

Mr. Mason. Mr. Rains, I agree with you that if we don’t do a good 


relocation job it will harm the program of rebuilding our cities which 
1s SO important. 
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Mr. Rarns. There is no question but what it is going to happen. 
Now, one other question and then I will finish with you and let the 
other members ask questions. I don’t want to embarrass you, Mr. 
Mason, because I have high regard for you, but I can’t understand the 
administration last year offering a $250 million a year, 6-year pro- 
gram of urban renewal. And yet this year the administration is askin 
for nothing on urban reiiawal What is the reason for that reversa 
of thinking in the administration ? 

Mr. Mason. Mr. Rains, there is provision in the bill that you and 
the other parts of Congress passed last year for $300 million for next 
year for urban renewal for the year starting July 1, 1960. This is 
the reason the administration did not ask for consideration this year. 

Mr. Ratns. What happened to that 6-year program you asked for 
last year? I have always understood that continuity was a very 
essential part of the program, and now we are talking about a cutoff 
date of 1 year from now and no continuation of the program. What 
was the reason for not asking for at least that amount for 2 or 3 years? 
Do you know? 

Mr. Mason. Mr. Rains, I am under the impression that the admin- 
istration bill last year did provide for that. 

Mr. Ratns. You had a long-range program in last year’s bill. 

Mr. Mason. We did ask for a 6-year program last year. 

Mr. Rarns. That is correet, and I am wondering why you are not 
asking for that this year. 

Mr. Mason. Because we have an existing program. 

Mr. Ratns. But for one year. 

Mr. Mason. For one year, yes. 

Mr. Rarns. That lacks a great deal of being a 6-year program. Do 
you think the administration would oppose a 3-year program at some 
reasonable figure ? 

Mr. Mason. The administration certainly feels that urban renewal 
is an important function of the Government, yes. I can’t commit 
the administration to any particular program. 

Mr. Rarns. Do you believe as the figures show that urban renewal 
is not an expense to the Federal Government in the long run? 

Mr. Mason. Well, Mr. Rains, I think this depends upon how the 
program is handled. 

Mr. Rains. I am assuming that the program is being handled as it 
is now being handled and is it true that in the long run the Federal 
Government by the increased taxes it would receive from renewed 
areas. We are told that for every dollar the Federal Government 
spends private enterprise spends five. 

Mr. Mason. Certainly it is not a dead expense on the cities. 

Mr. Ratns. I mean on the Federal Government. 

Mr. Mason. Well, this is one of these philosophical questions. I 
don’t know whether I can explain my thinking or not. But let me 
say that I believe that any Federal program belongs to the people 
and the things that do things to improve conditions for individuals, 
like urban renewal which are so badly needed, are certainly not any 
waste of money. 

Mr. Ratns. Do you believe an urban renewal program like the 
golden triangle program in Pittsburgh, or the one in Cleveland, or the 
one in Clarksville, Tenn., or in my hometown—do you believe that the 
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F oderal Government will finally get its money back from that program 

or not‘ 

x Mr. Mason. Well, it would be pretty hard to put this in years, Mr. 
ains. 

Mr. Rains. I didn’t ask when. Do you think it will finally get it 
back? What is your idea? 

Mr. Mason. I should defer this question to somebody who has given 
more study to it. 

Mr. Rains. The point I am trying to make is that there seems to be 
prevalent in the administration the feeling that this is an unrecaptur- 
able expenditure and not a capital investment. I have always re- 

arded it as a good investment for the Federal Government and that 
it is not a straightout expenditure with no hope of getting it back. I 
was wondering whether I could get an opinion from you as to 
whether you agree with that idea. 

Mr. Mason. One has to do business with bookkeepers in this work, 
obviously, Mr. Rains, and the bookkeepers consider this an expense. 

Mr. Rarns. If you are talking about the Government se cya 
they consider everything that goes out as an expense but they consider 
nothing that comes in as a gain. 

Mr. Mason. I am a businessman and I am appalled at the bookkeep- 
ing system of our Government. 

r. Rats. I sometimes get impatient with the Government system 
of listing everything that goes out as an expense but not listing any- 
thing that comes in as a gain. You know about Mr. Baughman’s or- 
ganization. When we authorize money for FNMA, we get a scream- 
ing headline, but they don’t mention that FNMA made a profit of $20 
million last year. 

Mr. Mason. I agree it might be well to revise the accounting sys- 
tem of the Federal Government. 

Mr. Rarns. Well, we have a lot of witnesses and not much time. 

Mr. Widnall ? 

Mr. Wipnatu. Thank you, Mr. Chairman. I am going to hold my 
questions until I have had better opportunity to examine the bills. I 
am interested in the comments of the chairman about continuity in 
the urban renewal program. Do you believe there should be continuity 
in the FHA program ? 

Mr. Mason. Yes, Mr. Widnall, naturally. 

Mr. Wipnatx. Isn’t it a disturbing factor in your administration 
that you should have to ask the Congress each year for FHA author- 
ization ? 

Mr. Mason. It is more disturbing to the industry itself, the pos- 
sibility that at some time the program might not be operative. 

Mr. Wipnatu. Do you find any program that is better accepted by 
the people of the United States or by those interested in homebuilding 
than the FHA program ? 

Mr. Mason. No; the FHA program is generally liked and re- 
spected, and known by far more people than any other Federal housing 
program. 

Mr. Wipnat. Do you have any program which is less controversial 
than that program ? 

Mr. Mason. Outside of college housing, I would say not. 

Mr. Wipna.t. Is your agency going to make any proposal this year 
for continuity in the FHA authorization ? 
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Mr. Mason. Yes; the bill has been introduced, Mr. Widnall, to 
make the program permanent. 

Mr. Wipnatt. Is that the bill Mr. McDonough introduced ? 

Mr. Mason. Yes. 

Mr. Wipnaty. And that would make the program permanent ? 

Mr. Mason. Yes, Mr. Widnall. 

Mr. Wipnatt. That is all. 

Mr. Rains. Mr. Derwinski? 

Mr. Drerwinski. I would like to compliment you on your statement, 
Mr. Mason. 

Mr. Chairman, for the sake of the record, I would like to point out 
that the numerous occasions when you mentioned speaking on behalf 
of the Members of the Congress, you were merely speaking on behalf 
of those Members of Congress who share your opinion, 

Mr. Rarns. I would like for the record to show, then, that my posi- 
tion has been the majority position. Is that all right? 

Mr. Derwinskt. Well, then, let us say it has been a fair majority ; 
I wouldn’t want to imply overwhelming. 

Mr. Ratns. I don’t imply that at all. 

Mr. Derwinsk1. All right. 

Mr. Mason, using the Tesvetion! figure of 1,200,000 housing starts, 
my recollection is that the annual family formations at this time run 
somewhere between eight and nine hundred thousand. Theoretically, 
then, we are building many more homes than we have current family 
formations, thus reducing the backlog in the demands for expanding 
housing; is that correct ¢ 

Mr. Mason. Yes; and, Mr. Derwinski, can I point out to you— 
which I am sure all of you understand—families don’t buy houses 
immediately when they are formed. ‘This, in our experience, happens 
several years after the formation of the family. 

Mr. Derwrnskt. Thank you, Mr, Chairman. 

Mr. Rains. Mr. Widnall asked about FHA. You are not really 
worried about FHA getting all of the money and continuity that it 
needs, are you, Mr. Mason ? 

Mr. Mason. No, we are not; but we think it should be a permanent 
program. 

Mr. Rarys. For that matter, the permanency of the program is well 
established. FHA has been in existence well over 20 years. 

Mr. Mason. Twenty-five years. 

Mr. Rarns. You can understand why the Congress wants the right 
to review these programs periodically. 

Mr. Mason. Mr. Rains, I think the Congress rightly looks at all of 
our programs and should look at them. 

Mr. Ratns. I assume I should ask this of Mr. Zimmerman, but I will 
just ask: Is the agency in a position now to make a recommendation 
to this committee as to whether or not you are going to need any 
increase in the FHA insurance authorization ¢ 

Mr. Mason. Mr. Rains, the FHA always has to admit at the start of 
such a statement that it has made bad guesses before but its estimate 
now is that it has ample insurance authorization to last into next year. 

Mr. Rarns. What about the title 1 insurance, repair loans? 

Mr. Mason. This repair loan program expires on September 30 and 
the authorization is about ready to expire at the same time. 
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Mr. Rarns. In other words, if that is to be continued, it will take new 
legislation ? 

Mr. Mason. Yes, Mr. Rains; it would take new authorization as well 
as a continuation of the program. 

Mr. Rarns. The other questions having to do with FHA I shall re- 
serve myself for Mr. Zimmerman and Mr. Baughman. Do you have 
any questions, Mr. McDonough ? 

Mr. McDonoucu. No questions, Mr. Chairman. 

Mr. Rains. Now, you may stay with us a while, Mr. Mason, but you 
may proceed with your statement, Mr. Zimmerman. 


STATEMENT OF JULIAN H. ZIMMERMAN, COMMISSIONER, FEDERAL 
HOUSING ADMINISTRATION 


Mr. ZimmMerRMAN. Thank you, Mr. Chairman and members of the 
subcommittee. It is a pleasure to have the opportunity to appear be- 
fore you and present the views of the Federal Housing Administra- 
tion on several of the bills pending before this subcommittee. 

FHA was established in 1934 for the purpose of facilitating the flow 
of private funds into the mortgage market through a system of mort- 
gage insurance, and to encourage improvements in housing standards. 
Since its beginning, over $62.5 billion of loans have been insured. The 
home-buying public and the housing industry have also benefited from 
FHA’s research programs which are.conducted in new materials and 
construction techniques, and the statistical information which is de- 
veloped as a necessary adjunct to its operations. 

The sound principles on which FHA was established, and which 
Congress has continually reaffirmed, have guided it to a unique posi- 
tion. It is wholly self-supporting from income derived from its mort- 
gage insurance premiums and related income. Financial reserves for 
2 of the 11 insurance funds (mutual mortgage insurance fund and the 
war housing insurance fund) are sufficient to weather a real estate de- 
pression without recourse to Treasury funds. The remaining funds 
will require considerable time before they can accumulate sufficient, 
insurance reserves. 

FHA/’s programs have been broadened from time to time to meet 
the expanding and varied requirements for housing. Loan insurance 
is now available to private lenders for the repair, alteration, or im- 
provement of homes; for construction, purchase, repair or refinancing 
of single family homes and for the construction or rehabilitation of 
multifamily housing. 

There are also special programs for assistance to housing for the 
elderly, cooperative housing, armed services housing, proprietary 
nursing homes, construction and rehabilitation of homes in urban 
renewal areas, and for housing for the relocation of families from 
urban renewal areas or those displaced by other governmental action. 
Some of these programs involve significantly greater risk than others. 

FHA has not. had sufficient time since the introduction of these 
bills to make as thorough and comprehensive an analysis as is needed 
to form conclusions with respect to the effects that all of the provisions 
would have on its programs. We will therefore ask the committee’s 
indulgence in a few instances to submit FHA/’s views at a later time 
for the record. In the balance of this statement, section numbers will 
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refer to H.R. 12153, introduced by your chairman, unless otherwise 
noted. 


INSURANCE PREMIUMS, MUTUALITY AND UNDERWRITING 


FHA is presently on a sound financial basis as a result of adequate 
income and sound actuarial and underwriting practices. Certain 
legislative proposals under consideration present serious problems 
with respect to maintaining this sound position. 

Foremost among the proposals are provisions which would require 
mandatory reduction in insurance premiums, eliminate certain ad- 
justed premium charges, extend mutuality and require FHA to under- 
take substantially greater risks on many of its programs. 

Section 102(d) would make a mandatory reduction of FHA’s in- 
surance premium on all housing programs under title II to one- 
quarter of 1 percent per annum. The Commissioner could increase the 
insurance premium to not more than one-half of 1 percent only after 
making a oaal finding and after reporting to the Congress that the 
increase was necessary during a specified period. 

As we interpret the proposal, any such increase in the premium 
‘ate after the reduction aed not be made applicable retroactively to 
the mortgages in force at the time of the increase. There is also a 
provision in section 102(e) which would eliminate adjusted premium 
charges in cases of prepayment of mortgages that have been in effect 
5 years or more. 

Section 104(b) would place the section 213 say ak ages housing in- 
surance program on the same mutual insurance basis as the present 
section 203 home mortgage program. 

These provisions in the bill are incompatible. Reducing the in- 
surance premiums and eliminating certain adjusted premiums charges 
as provded in the bill would have the effect of making the mutuality of 
the section 203 insurance fund meaningless. The premium reduction 
would barely produce sufficient income to cover expenses, let alone 
to provide a surplus from which mutual dividends could be paid to 
mortgagors. 

Thus, the section 203 mutuality would be rendered meaningless. If 
this is the case under the section 203 program, it would be equally 
true for the cooperative housing program. 

Obviously, there would, therefore, be no benefit accruing to the 
cooperators from placing the cooperative housing program on a mutu- 
al insurance basis as proposed by the bill. 

The Comptroller General in his 1959 annual report reiterated a 
previous recommendation that Congress consider eliminating the mu- 
tuality provision in section 203 of the National Housing Act. He 
further suggested that FHA might then, by doing away with mutual- 
ity, be in a position to reduce its insurance premium for section 203. 

Certainly the following is true: FHA cannot both substantially 
reduce its income and at the same time substantially increase its 
liabilities without impairing the soundness of its operations. 

In summary, in addition to extending mutuality, legislation is under 
consideration which would reduce FHA’s income by lowering its 
insurance premiums and by eliminating certain adjusted premium 
charges. Legislation is also under consideration which would increase 
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our potential liability by generally increasing risks in many of our 
programs. Keeping in mind alsothat FHA is under constant pressure 
to take more and more risks by more liberal mortgage credit. policies, 
more liberal appraisal policies, and more liberal underwriting poli- 
cies, I think the committee will well understand my firm belief that 
serious questions of soundness are being here raised. The diverse 
opinions and many questions raised by these proposals indicate a need 
for further serious study before imposing such proposed mandatory 
changes. 

In order to be as helpful as possible to the committee, however, the 
following analyses of specific proposals are made for its consideration : 

Section 203 was made a mutual program so that it could operate 
at minimum expense to borrowers, while at the same time collecting a 
premium adequate to cover expenses and accumulate reserves for any 
foreseeable conditions. 

The mutuality feature permits unneeded premium and other income 
to be returned to the borrowers in the form of participation dividends 
if losses and expenses are less than those contemplated. The varying 
mortgage insurance premiums which would result from the bill would 
make equitable treatment of mortgagors impossible and collection of 
the premium extremely complex and burdensome. 

The importance of the present mutuality provision for section 203 
cannot be overemphasized. Through application of this principle on 
a sound actuarial basis, net insurance costs of the program can be 
equitably distributed according to the size and term of the insured 
mortgage and the length of time insurance contracts are in force. 
This permits equitable recognition of the higher risk in the early year's 
of the mortgage. 

If the section 203 home mortgage program is to continue to be self- 

sustaining at minimum costs to borrowers, a mandatory premium re- 
duction should not be required, and surely, in any event, the present 
statutory floor should not now be made the ceiling. 
_ On the basis of both cumulative experience to date and experience 
in recent years, a premium of one-fourth of 1 percent would be barely 
adequate to cover operating and administrative expenses of this pro- 
gram. This means, of course, that the further accumulation of neces- 
sary reserves would be impossible to achieve. Inadequate reserves 
simply mean that a portion of losses would have to be absorbed by 
Treasury subsidy. We are sure that the committee wants to keep this 
program on a self-supporting basis. 

The provision for the mandatory reduction in the premium rate 
would apply not only to section 203 but also to all other home and 
project programs under title II. These would be sections 207, 213, 
220, 221, 222, 231, and 232. The fiscal provisions of these programs 
are administered under four insurance funds. The two insurance 
funds for urban renewal and relocation housing have been in existence 
less than 6 years, and have not had sufficient opportunity to establish 
adequate reserves for losses. 

As the committee knows, there are no requirements under these two 
programs that the property be economically sound or even an accept- 
able risk as is required for the regular home mortgage and rental 
housing programs under sections 203 and 207. These factors add 
significantly to the risk characteristics of these mortgages and must 
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be considered by FHA in the accumulation of necessary reserves. The 
proposed premium reduction would work against accumulation of 
reserves for these two funds. 

The housing insurance fund has recently taken on two additional 
progr ams—housing for the elderly and nursing homes. A mandatory 
reduc ‘tion in the premium rate w ith respect to this fund would make 
it difficult for this insurance fund to develop a favorable reserve 
position. 

The last of the funds affected, the servicemen’s mortgage insurance 
fund, was also established only 6 years ago and has not had sufficient 
time to accumulate the necessary insurance reserves at the current 
premium rate of one-half of 1 percent. 

In my judgment, therefore, any mandatory reduction of insurance 
premiums for title II programs is inadvisable and would impair the 
soundness of FHA’s operations. 

The bill also has provisions in various sections concerning replace- 
ment costs and amortization which would significantly affect present 
basic underwriting standards and procedures for all four multifamily 
housing programs under title Il. These provisions require more 
study and analy sis than has been possible in the time available. With 
the chairman’s permission, FHA will submit reports on them for 
inclusion in the record at a later date. 

Mr. Rarns. That may be done. 

Mr. Widnall made inquiry as to whether or not the committee de- 
sired to examine or cross-examine the witness any further after his 
statement, and I said that we would be glad to call him back at an- 
other date if you gentlemen can come. 

Mr. ZimMERMAN. We will come back at any time, Mr. Chairman. 


COOPERATIVE TLOUSING MUTUALITY 


Section 104(h) would create two mutual mortgage insurance funds 
for management and sales cooperatives. Matiality soul hewnisd ap- 
plicable to mortgages insured prior to enactment of the bill if consent 
of mortgagees is obtained. 

Were it possible to consider this proposal on its merits exclusive of 
all other factors, FHA would not be opposed to it. However, it is our 
opinion that section 213 now contains a number of special benefits 
which create an undesirable disparity between it and other programs. 
More specifically we have in mind the relationship of section 213 sales 
type housing to section 203 housing. The building operation and the 
type of ownership are essentially the same in both cases. We there- 
fore find it difficult to justify FNMA special assistance, the longer 
mortgage term and insurance of advances of mortgage proceeds for 
construction of community facilities, all of which are available under 
section 213. We therefore believe that the mutuality provision should 
not be considered without complete restudy and revision of section 213. 


INSURANCE AUTHORIZATION 


Section 101 would provide a 2-year extension of the FHA title I 
property improvement loan insurance program to October 1, 1962. 
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The amount of insurance authorization necessary to accommodate the 
proposed extension of this program is not indicated by the bill. 

FHA recommends enactment of H.R. 12172, introduced by Mr. Mc- 
Donough, which would remove all time and loan limitations and make 
the program permanent. The home improvement loan program is 
vital to the maintenance and improvement of our existing housing in- 
ventory and to continued progress in urban renewal rehabilitation 
efforts. 

Section 105 would increase the general mortgage insurance authori- 
zation by an unspecified amount. 

The best estimates available to us at this time indicate that the pres- 
ent authorization will be sufficient to carry FHA through this year 
and into next year. However, because it would eliminate many prob- 
lems, FHA does recommend the enactment of H.R. 12214, also intro- 
duced by Mr. McDonough, which would remove the present limitation 
on the aggregate amount of FHA general mortgage insurance authori- 
zation. It would also permit FHA to insure all mortgages submitted 
at any time by private lenders if they conform to amounts and stand- 
ards catabliched. by the National Housing Act and by FHA regula- 
tions. 

Enactment of H.R. 12214 would remove the problems which have 
recurred almost yearly resulting from near exhaustion of FHA mort- 
gage insurance authorization. With the removal of these limitations, 
builders would not be subjected, as they have in the past, to the un- 
certainties as to whether they would have mortgage insurance avail- 
able to assist in financing housing they plan to build or improve. It 
would give the building industry add ded. stability and a better basis 
upon which to plan. It would remove the very serious administrative 
problems which confront FHA when its authorization is nearly used. 


MORTGAGE LIMIT ON SINGLE FAMILY HOMES INCREASED 


Section 102(a) would increase the maximum insurable mortgage 
amount for single-family homes under section 203 from $22,500 to 
$25,000. Section 106(a) would make a corresponding increase in 
the section 220 urban renewal home mortgage limit. FHA favors this 
provision. The administration has, in fact, previously proposed to 
Congress a limit of $30,000 in recognition of the increase in construc- 
tion costs since 1934 and the desire of many people to improve the 
quality of their homes. 


SECTION 203 DOWNPAYMENTS 


Section 1089) would eliminate the current 3-percent downpayment 
requirement on homes valued at $13,500 or less and reduce the down- 


payment requirements for homes valued at higher amounts. Section 
106(b) would make similar provision for section 220 urban renewal 
housing. 

FHA is oP. osed to this provision. A minimum downpayment of 
3 percent on the first $10,000 of FHA appraised value was authorized 
by the amendments of July 12, 1957. The Emergency Housing Act 
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of 1958 raised this value amount to $13,500 for the 3-percent down- 
payment requirement which is in effect today. 

FHA questions the advisability or desirability of permitting a 100- 
percent mortgage loan. It is generally conceded to be a sound princi- 
ple, both economically and socially, to require some equity investment 
in the purchase of a home. There seems to be little question that home- 
owners show a greater regard for obligations and exercise greater care 
for the property when they have a financial stake to protect. Surely 
the few hundred dollars downpayment now ceudeud is neither op- 
pressive nor unreasonable considering the size of the obligation being 
undertaken when a family purchases a home. 

With respect to the liberalization of financing terms on properties 
valued in excess of $13,500, the committee’s attention is invited to the 
fact that a little over 2 weeks ago the terms of financing authorized 
by the Housing Act of 1959 were put into effect. These involved a 
significant liberalization in the minimum downpayment requirements. 
Only in the last few weeks has the condition of the mortgage market 
justified the lower downpayments. 


SECTION 203 MATURITIES 


Section 102(c) would increase the maximum permissible loan ma- 
turities for section 203 insured home mortgages from 30 to 35 years 
and give the Commissioner discretion to approve loans with terms up 
to 40 years under special circumstances. FHA opposes the enact- 
ment of such an extension of the term of the mortgages on two grounds. 
First, it imposes an unduly large financial burden on the borrower in 
the way of total interest charges he is obligated to pay over the life 
of the mortgage. 

For example, on a typical FHA mortgage of $13,000 with interest 
at 534 percent, the total interest payments over a period of 35 years 
is $2,883.42 more than the total interest paid under the present maxi- 
mum term of 30 years, an additional burden of approximately 20 per- 
cent. At the same time, it should be noted that the monthly mortgage 
payments decrease only 5 percent or $3.90 per month from $75.92 to 
$72.02 as a result of the 5-year increase in term. All that would be ac- 
complished would be that home purchasers would be encouraged to take 
on $2,900 more in debt to save $3.90 per month. 

The other objection to this extension of term is found in the unsound 
relationship between the outstanding mortgage on a property and its 
depreciated value when the term is extended beyond 30 years. A situa- 
tion develops in which the outstanding balance of the mortgage ex- 
ceeds the depreciated value of the property. For example, under the 
present terms of financing the outstanding balance on a 97-percent 
30-year mortgage is consistently lower than the depreciated value of 
the property assuming a 50-year economic life. However, the same 
97-percent loan with a 35-year term carries outstanding balances in 
excess of the depreciated value for more than the first half of the loan 
term. This would be, quite obviously, an unsound situation. During 
such an extended period, the borrower would have little incentive to 
maintain his interest in the property through any period of financial 
difficulties. Also, during this extended period, the lender would have 
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inadequate security for his investment in the property. FHA would 
be placed in a highly undesirable position. The great majority of fore- 
closures occur during the first half of the mortgage life. With out- 
standing balances, exceeding value, a substantial increase in FHA 
losses could and would very likely ensue. 


REGULATIONS DISCRETION ARY—REMOVAL OF REQUIREMENTS—SECTION 207, 
MULTIFAMILY HOUSING 


_ Section 103(a) would make FHA’s regulation of rents and restric- 
tions as to charges, capital structure, rate of return, and operation on 
section 207 projects discretionary with the Commissioner. Presently, 
such regulation is required. 

The proposed amendment would also delete from the law require- 
ments for encouragement of housing for family living and nondis- 
crimination against children. Under the present section 207, FHA 
mortgagors are required to certify that in selecting tenants they will 
not discriminate against any family with children. Because of the 
broad implications of these proposals FHA would like the opportunity 
which more time would permit to study them. 

Mr. Rains. May I say that that amendment was introduced by re- 
quest. I can certainly say at the time I introduced it, I didn’t know 
that it discriminated against children and I will never vote for any- 
thing that does. We will certainly correct it. 

Mr. ZimmerMAN. Until late yesterday afternoon when we decided 
we should have additional time on these provisions, I indicated in my 
statement that I knew the chairman would never be a party to a pro- 
vision which removed from the law protection of children from such 
discrimination. 

LEASEHOLDS 


Section 103(c)(2) would amend section 207 to assure that FHA 
does not make a downward adjustment of prescribed dollars mortgage 
limitations in the case of projects constructed on leasehold estates. 
Such adjustments have been made for the past several years to achieve 
construction of the same class and quality of dwelling accommodations 
on leased land as on land owned in fee simple. If FHA did not do this, 
the effect would be that currently prescribed statutory mortgage limi- 
tations would, in effect, be exceeded by from 5 to 10 percent in all 
leasehold cases. The practical effect of this provision would be to 
circumvent present statutory mortgage limits for projects constructed 
on leaseholds, leaving unchanged the present limits as they apply to 
projects constructed on land owned in fee. Since we see no reason 
to favor leaseholds, we suggest that, if these limits are to be raised, 
the provision should be made applicable to the entire program without 
regard for how title to the land 1s held. 

Mr. Rarns. Let me see just what you said there again. If these 
limits are to be raised, you say that they should be made applicable 
to the entire program without regard for how title to the land is held. 
But apart from legislation, are there not those who argue that the 
leasehold problem can be solved through administrative action ? 

Mr. Zimmery An. Let me say this, Mr. Chairman: The way the 
present law is administered the statutory ceilings are made equally 
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applicable to a multifamily project regardless of whether it is being 
built. on leased land or on land owned by the sponsor. Under this 
proposal if it should become law, it would be possible to spend 5 or 
10 percent more money on the improvements than would be possible 
were the project to be built on land owned in fee. 

In other words, as I said in my testimony, it, in effect, increases 
the statutory ceilings for those projects built on leaseholds. And I 
am suggesting that this is not the kind of modification that should 
be made. 

Under section 103(c)(1) exterior land improvements would be 
required to be excluded from the part of a section 207 multifamily 
project attributable to dwelling use for the purpose of determining 
the amount of the mortgage based upon the per room or family unit 
limits. Other provisions of the bill would make similar changes in 
the sections 213, 221, and 231 multifamily housing provisions. 

FHA does not object to this provision. 


ECONOMIC FEASIBILITY OF INVESTOR SPONSORED COOPERATIVES 


Section 104(c¢) would provide that in determining the economic 
feasibility of a project in the case of a mortgagor building for sale 
to a nonprofit cooperative for occupancy by its members, the sole test 
of such feasibility would be the availability of people in the com- 
munity who need the housing which would be provided and who can 
afford such housing. FHA opposes this provision as unnecessary 
and undesirable. Under existing legislation, FHA has latitude to 
establish such criteria as is determined appropriate relating to the 
feasibility of proposed section 213 projects. To consider only the 
number of persons available in a community without regard to their 
wants and desires for housing could result in the undertaking of 
cooperative projects which would be destined to failure. It would 
be a disservice to FHA, the sponsors, and members of the cooperative 
to fail to take into consideration other relevant and persuasive factors 
in determining feasibility. 


LEVEL ANNUITY REQUIRED—COOPERATIVE HOUSING AND SECTION 220 
HOUSING 


Under sections 104(d) and 106(d) cooperative housing mortgages 
and section 220 urban renewal multifamily mortgages would be re- 
quired to be amortized by payment of equal monthly installments 
‘ather than by periodic payments as prescribed by the Commissioner. 

These amendments are undesirable and unnecessary. Under pres- 
ent law, the Commissioner has the discretion to determine sound 
amortization plans. Level annuity plans are available for the sales 
and management type cooperatives now under section 213. It is 
only for the investor-sponsor type cooperative that the level annuity 
plan is not available. A declining annuity plan is required for this 
type of cooperative during the period it remains in the investor- 
sponsor status. When it rere & management type cooperative, 
the level annuity plan is available to it. 

FHA recently liberalized the amortization plan for section 220 
multifamily mortgages which provides for the repayment of prin- 
cipal commencing at a rate not much higher than the initial rate under 
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level a aaa poe (1 percent versus 0.74 percent) but with the rate 
being increased progressively through the term of a mortgage of 40 
years. i 

Mandatory requirements such as those proposed, in the under- 
writing field, are highly undesirable because they deny the Agency 
charged with the responsbility of sound administration the authority 
to base its final judgment on a careful consideration of all relevant 
and important factors. 


REDUCTION OF NUMBER OF UNITS TO FIVE FOR PROJECT 


Section 104(e) would permit a project of a nonprofit management 
cooperative to be five or more family units. Eight or more are now 
required. FHA would not object to this provision. 


ELIGIBILITY OF PREVIOUSLY UNSUCCESSFUL SPONSOR 


Section 104(f) would remove from section 213 the prohibition 
against participation under that section of any mortgagor who has 
built for and failed to sell to a cooperative. The new provision would 
be made applicable to a mortgagor who failed to sell to a cooperative. 
FHA has no objection to this provision. Under the present law, such 
a mortgagor is made ineligible for further section 213 insured loans, 
regardless of good or bad faith or other circumstances. The pro- 
posed legislation would enable the Commissioner to ascertain the cir- 
cumstances and intent of the parties and to make a reasonable decision 
based thereon. 


PREFERENCE TO COOPERATIVES IN SALE OF ACQUIRED PROPERTIES 


Section 104(g) would require the Commissioner to give preference 
to a consumer cooperative in the sale of a project hs a a defaulted 
mortgage insured under any of the multifamily housing programs 
when a request is received from a qualified cooperative. PH op- 
poses any such mandatory requirement. Sound administration and 
the interest of the Government require that Commissioner-held prop- 
erties be liquidated without discrimination as advantageously as pos- 
sible. The proposed requirement would delay the disposition on 
multifamily properties and interfere with long established and well 
proved policies of disposing of Commissioner-held properties by ad- 
vertising for bids on properties to obtain the most advantageous price. 
Although he was not nm to FHA, the Comptroller General in 
his 1959 annual report stated: 

We believe that generally the sale or lease by competitive bidding results 
in * * * obtaining the highest return for the land. 

FHA considers it unwise to be required to give preferential treat- 
ment to any group in the disposition of its Commissioner-held prop- 
erties. Such preference would eliminate entirely or seriously limit 
the interest of other prospective purchasers. In effect it would spoil 
the market. Moreover, it would not be in conformity with the recom- 
mendation of the Comptroller General and would seriously prejudice 
FHA’s liquidation operations. 
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NEW ASSISTANT COMMISSIONERS 


Sections 104(i) and 106(e) would require the Commissioner to ap- 
point Assistant Commissioners for Cooperative Housing and Reloca- 
tion Housing. FHA opposes both of these provisions. The Housing 
Amendments of 1955 established a special assistant for Cooperative 
Housing, and others have been established within the Agency to func- 
tion in similar capacities for other programs. Special assistants func- 
tion well in helping to develop their respective programs but unde- 
sirable administrative problems would arise if additional Assistant 
Commissioners were appointed for these two programs. FHA’s pres- 
ent organizational and functional pattern places Assistant Commis- 
sioners at the head of such basic staff divisions as Operations, Technical 
Standards, Administration, Programs, Examination and Audit, Mort- 
gages and Properties, and title I. ‘This organizational structure car- 
ries out all of FHA’s programs most effectively. There are Special 
Assistants to the Commissioner for Home Mortgages, section 207 
Multifamily Mortgages, Elderly Housing, Nursing Homes, Uurban 
Renewal, Cooperative Housing, Armed Services Housing and Inter- 
Group Relations. They assist both the Commissioner and all Assist- 
ant Commissioners in meeting problems arising out of a particular 
program. The administrative authority and discretion to follow this 
logical pattern should not, in my judgment, be impaired by an act 
of Congress. 


MULTIPLE MORTGAGES PERMITTED SINGLE MORTGAGOR 


Section 104(j) would permit insurance of separate mortgages of a 
nonprofit cooperative corporation on more than one project in the 
same area. 

The provision is unnecessary. There is nothing in existing law 
which prevents the Commissioner from insuring more than one mort- 
gage executed by the same corporation where such procedure would be 
sound and appropriate. 


NEW SECTION 210, MORTGAGE INSURANCE PROGRAM FOR SMALL RENTAL 
PROJECTS, INCLUSION OF FEES AND CHARGES IN REPLACEMENT COST 


Section 108 would authorize a new section 210 mortgage insurance 
program for small rental housing projects which would not require the 
restrictive controls which are deemed necessary for larger rental 
housing projects. 

Section 110 would require FHA to include in estimates of replace- 
ment cost or value, an amount equal to fees and charges imposed b 
the FNMA for commitments pe mortgage purchases. FHA would 
like further time to study these sections and report to your committee. 


FHA MORTGAGE INSURANCE FOR SITE PREPARATION AND DEVELOPMENT 


FHA has given this general subject of mortgage insurance for land 
development considerable thought and analysis but again would ap- 
preciate an opportunity to submit its views after more adaaeaiety 
studying this specific proposal. 
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CAPEHART HOUSING—INCREASE IN INTEREST RATE 


H.R. 12213 introduced by Mr. McDonough would increase the statu- 
tory maximum interest rate for Capehart housing from 414 to 514 
percent. The administration has proposed this increased interest rate. 
It is vital to obtaining private financing for housing that is essential 
to national defense needs. 

That concludes my statement. 

Mr. Rarns. Well, it seems that you don’t agree with very much in 
the bill, Mr. Zimmerman. 

Mr. ZimmerMAN. As the chairman knows, we have taken these posi- 
tions after the most careful consideration of the effect and impact 
of the proposals. 

Mr. Rarns. I see where FHA issued a press release pointing out 
the fact that discounts had eased by about one-tenth of 1 percent in 
each of the last couple of months and it was based, as I understand it, 
on opinions which you have been getting from your field offices. 

Now, I note that in April your new home applications dropped 14 
percent from the month before after seasonal adjustments, ya were 
40 percent below a year ago. Doesn’t that cast a little doubt on those 
opinions that you have been getting in ? 

Mr. ZimmMeRMAN. As to the improvement in the money market? 

Mr. Rarns. Yes. 

Mr. ZimmerMAN. I don’t believe so, Mr. Chairman. I think that 
the timing and the interrelation of market demand and changes in the 
price of money—first the availabilty of money, then, the price of 
money may make it difficult, over a short period of time, to identify 
with certainty changes which are occurring. 

It is my judgment, however, considering all of these factors, that 
the trend is reversed from what it was, say from September to Febru- 
ary. I think that generally it is an improving trend, both as to the 
supply of money and as to its price, and we believe that. this trend is 
going to continue for some foreseeable period. 

Mr. Rarns. Are you willing to make predictions to the effect that 
you think the housing starts are going to go up ? 

Mr. ZimmerMAN. Well, I think that FHA's present level of busi- 
ness is going to increase, yes. 

Mr. Ratns. I am talking about the number of housing starts. Do 
you regard as satisfactory the present level of housing construction ? 

Mr. ZrmmMerRMAN. The administration has said the year will prob- 
ably end at 1.2 million. I agree, and it will have to increase from 
its present level to end at 1.2 million. 

Mr. Rarns. I read in a Chicago paper that the greatest drop in 5 
years in any one month was in the month preceding. That is based 
on housing starts in Chicago. I have difficulty seeing any signs point- 
ing in an upward direction. What do you base your idea on, Mr. 
Zimmerman, that the starts are going up ? 

Mr. ZismerMAN. Well, more recently, in fact just this morning 
the Wall Street Journal confirmed these views we are expressing, 
indicating on the basis of a survey made in 13 large metropolitan 
areas in the country, that there has been a sharp upswing in construc- 
tion activity and considerable increased optimism on the part. of 
builders. This is the morning story in the Wall Street Journal. 
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| Mr. Rains. Let me ask you one other question. Suppose that those 

| ideas don’t turn out and they haven’t exactly since January when we 

first considered the subject, I will ask Mr. Mason this: If starts drop 
below a million units, are you going to ask us for any help then ? 

| Mr. Mason. Mr. Rains, I don’t think we will have to cross that 

bridge because I don’t think they will drop that far, but if there were 

a serious drop, obviously then we would have to talk; yes. 

Mr. Ratns. We are dealing with only 200,000 or less than that, 
115,000. If it drops 115,000 more are you going to change your 
viewpoint ? 

Mr. Mason. The housing starts have been increasing each month 
lately and we have had some very bad weather months, so we are not 
concerned that this will drop off. 

Mr. Apponizio. Would the chairman yield there? 

Mr. Ratns. Yes. 

Mr. Apponizi0. Actually how much has it increased each month ? 

Mr. Mason. Last month it increased by 10,000 starts at an annual 
adjusted rate. 

Mr. Rarns. We are still though only up to about 1,115,000; isn’t 
that correct 

| Mr. Mason. 1,135,000 for the month of April. 

Mr. Ratns. Well, that is kind of thin ice to be on, 135,000 units 
above the million level, and not asking for anything with Congress 

| going to adjourn in July; isn’t it, Mr. Mason ? 

| Mr. Mason. Mr. Rains, as I said, one studies these things, one uses 
the means that one has to determine what is happening in the country 

and forms one’s conclusions. I am confident that the housing industry 

is going to do a better job in the second half of this year than it did 

in the first half of this year. 

Mr. Ratns. I remember in January, Mr. Mason, that you had that 
same exuberance of spirit which you manifest so often and I am quite 
sure that you said housing was to be in much rosier condition than 
events have proved; is that not right ? 

Mr. Mason. Yes. 

; Mr. Rarns. It didn’t turn out that way; did it ? 

Mr. Mason. It has turned upward certainly. April was better than 
March; March was better than February. 

Mr. Rarns. But seasonally adjusted, housing starts are far below 
last year ? 

Mr. Mason. It is less than it was a year ago, Mr. Rains, because 
last year at this time we were building at a very rapid rate. 

Mr. McDonoven,. Last year was an all-time high. 

Mr. Ratns. No; 1950 was the biggest year, not last year. 

Mr. ZimmMeEerRMAN. Dollarwise last year was the largest year on 
record and it was second only in number of units. 

Mr. Rains. Numberwise it was second. 

Mr. ZIMMERMAN. Yes. 
| Mr. Rarns. And we are seeing a considerable drop from last year as 
: of now, there is no doubt about that. Also, Mr. Zimmerman, you will 
agree we were feeling the effects last year of the 1958 housing slump. 
It had not expended itself in the mortgage market and the building 
of homes by April of last year. 

Mr. Zimmerman. That may be right, to some extent. 
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Mr. Rains. I don’t have any other questions. Mr, Addonizio. 

Mr. Apponizi1o. Thank you, Mr. Chairman. 

Mr. Zimmerman, in your statement I notice that you oppose the no- 
downpayment financing for lower priced FHA loans. You seem to 
imply that a 100-percent loan is unsound and yet it is my understand- 
ing that there were hundreds of thousands of 100-percent loans made 
under the GI program and their repayment record was very outstand- 
ing. Would you care to comment about that? 

r. ZIMMERMAN. Only to this extent: It would be hard, I think, to 
dispute that a no-downpayment loan is less sound than one which re- 
quires a downpayment of one kind or another. This is generally what 
I am saying. 

Also, I have in mind the present very minimum downpayment that 
is required for these lower cost houses. I don’t really believe that it 
is a burdensome requirement. I think it is well to keep in mind how 
substantially these downpayment requirements have been liberalized 
in recent years. It seems to me that this is a pretty good time to let 
the programs function unchanged to get some experience. Perhaps I 
could better answer the kind of question the Congressman is asking 
after a few years experience. 

Mr. Apponizio. Well, isn’t it true also that the GI loan program is 
expiring and it is my understanding that the Administration is going 
to refuse to extend it. Wouldn’t that lend more weight to enacting 
a program such as this? 

Mr. ZimmerMAN. Insofar as your question relates to the downpay- 
ment question, I would say that I don’t believe that the GI’s are goin 
to have any difficulty in obtaining the housing that they tt an 
desire under our present terms. 

Mr. Apponiz1o. Also, on page 10 of your statement, you oppose a 
longer maturity for FHA loans. Don’t you already have a 40-year 
loan program under section 221 ? 

Mr. ZimmerMan. Yes, and I would raise the same questions regard- 
— soundness of it as I have regarding extension of the 203 term. 

r. Apponiz10. Well, isn’t the important thing the need to reduce 
the monthly payments ? 

Mr. ZimmMerMaAN. Of course, your judgment may be as good as mine 
on this, but as I said in my testimony, I seriously question how much 
we are helping the family by letting them take on the burden of this 
heavy additional interest, amounting to $2,900, to save $3.90 a month. 

Mr. Apponiz10. To some families, $3.90 a month is rather important. 

Mr. ZimMeRMAN. Well, as I say, this is a judgment factor and I 
have expressed my views on which I feel very strongly. 

Mr. Apponizio. Now, on the last page of your statement you say 
you want more time to study the proposals for new FHA insurance 

rograms for site development. Isn’t it true that your Agency has 
en studying this for some years ? 

Mr. ZrmmMeErMAN. I don’t know how long but for a year or two. 
That is true. Despite the fact that I and my staff have spent days 
and nights ever since we first got these bills, I didn’t feel that I had 
had the time to prepare adequately to speak to this specific proposal. 
It is a big broad general field and we need more time to analyze its 
full implications. 

Mr. Apponizio. In other words, you have been studying this for 
several years and you haven't come up with any concrete suggestions. 
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Mr. ZimMERMAN. We have not. 

Mr. Apponiz1o. Does Mr. Mason feel the same way ? 

Mr. ZIMMERMAN. You will have to ask Mr. Mason. I hope he does. 

Mr. Mason. Mr. Addonizio, in FHA we started a study in the fall 
of 1958, and made proposals to the Housing and Home Finance Ad- 
ministrator, about legislation on this matter. There were broad ques- 
tions as to the proposal’s effect upon other parts of the program and 
the program really was stopped then. Now, what Mr. Zimmerman 
may have done since then I don’t know. 

Mr. Apponiz1o. I would suggest that you talk to each other so that 
you know. 

Mr. Mason. We do talk to each other, every week. In general this 
sort of proposal is not one that you want to take too lightly and Mr. 
Zimmerman didn’t know he was going to have to answer this question 
so quickly. 

Mr. Apponiz1o. Mr. Zimmerman, you also recommended an increase 
in interest rates on Capehart housing. I wonder if you or Mr. Mason 
are familiar with section 810 of the Housing Act of last year? 

Mr. ZIMMERMAN. Weare both familiar with it. 

Mr. Apponizi1o. I am wondering how far we have gone with that 
program which has to do with defense housing. 

Mr. ZimmMerRMAN. From FHA’s point of view, I think section 810 
isa good program. It makes it possible for FHA to insure mortgages 
on housing for families that need housing that we would have diffi- 
culty justifying under the strict 203 and 207 standard of economic 
soundness. 

In fact, as the Congressman no doubt has learned, we crossed a 
difficult bridge in the Senate last Friday where a military construction 
bill was being considered that would, I think, have rather seriously 
restricted this program. We indicated concern and I think that per- 
haps it has been pretty well settled. We think 810 is a good program 
and one that should be continued. 

Mr. Apponiz1o. Thank you, no further questions. 

Mr. Rains. Mr. McDonough. 

Mr. McDonovuen. Gentlemen, to both of you I want to express my 
congratulations for a hurried review of a complex piece of legislation 
and the information you have brought to the committee here this 
morning. I didn’t see this bill until May 13. The summary on the 
bill is dated May 14 and to comprehend the ramification of the ef- 
fects this kind of legislation would have on the whole program and 
to be conversant and explicit in your statement here today, is a pretty 
big job, regardless of the fact that I appreciate both of you have been 
very close to the housing picture for a long time and are conversant 
with many facets of it. the proposals here are far reaching in many 
respects in both bills and there are others, I understand, that we 
haven’t yet seen. There is no customary procedure of submitting such 
bills to the Agency and asking for their opinions. I don’t believe it 
has been done. if it has been done, I haven’t seen them. There is no 
information that I have had concerning the Bureau of the Budget’s 
opinion on the bill and the whole thing is rather precipitous in my 
opinion. 

Mr. Rats. I might say if the gentleman will let me interrupt there, 
that this committee, and as far as I know, the Banking and Currency 
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Committee as a whole, has always followed the practice of asking the 
Agency to come up in person and tell us what their opinion is instead 
of writing a formal letter. 

Mr. McDonoveu. I recall in the past, however, that we have had a 
statement section by section of the opinion of the Agency when we 
heard the bills. 

Mr. Mason. Mr. McDonough, could I break in to say that the state- 
ments are approved by the Bureau of the Budget, the statements that 
Mr. Zimmerman and myself and Mr. Baughman have made, and that 
the other Commissioners will make, are approved by the Bureau of 
the Budget. 

The only thing we object to is that it didn’t rain on Saturday and 
Sunday instead of it being such nice weather when we were working. 

Mr. McDonoven. There are many things concerning both of these 
bills that will require a great deal of thought and attention. The re- 
marks recently about section 810 insofar as the 1959 bill is concerned, 
the 1959 housing bill, that is one thing but I understand that Mr. 
Vinson of the Armed Services Committee demanded that a line item 
be placed in the appropriations bill before any such subsidy be al- 
lowed which was not in the 1959 bill and I understand has been 
adopted and is in effect. 

I understand that the Capehart financing is in very difficult cir- 
cumstances on account of the 414 percent interest and the 514 percent 
would make it more workable. There are many other things aside 
from those that the 1959 bill provided that have to do with this 
housing. 

Mr. Ratns. Let me interrupt. I have certain ideas about this. 
As to Mr. Vinson, is that correct, Mr. Zimmerman ? 

Mr. ZimmerMAN. No, Mr. Chairman. I believe they required sec- 
tion 810 housing to be authorized as a line item which means that any 
units authorized would have to be approved by both committees. 
The bill as passed by the Senate did include a good many units. I 
don’t know whether it numbers 700 or 800, but at least I had the feel- 
ing on the basis of casual information that probably we weren’t going 
to be—the program wouldn't be in the difficulties that it would have 
been otherwise. 

Mr. Rarns. Thank you. 

Mr. McDonoven. The proposal here for 100-percent financing on 
housing in order to stimulate starts indicates to me that the Govern- 
ment is imploring people to build houses at low rates of interest 
offered by the Government. Now, there isn’t any question in my mind 
that one of the rights of possession of a homeowner is to have some 
equity in his home and although we have had the experience as Mr. 
Addonizio has said on veterans housing, I venture to say that you will 
find a lot of the original owners of veterans housing are not living in 
those houses now. They have transferred title at a profit to the orig- 
inal owner, which is all right, and was a privilege granted to veterans 
because they served in the defense of the country. I don’t see any 
reason why we should offer the same thing to people who have not 
done that or offer it as a means of inducing eat « to buy houses. As 
a matter of fact, I would say that the veterans of the Nation might 
rise up in their wrath and say, why are these people getting this priv- 
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ilege and why is not the veteran housing bill extended which undoubt- 
edly will be the case. 

I personally think it should be extended. I don’t agree with the 
idea of melting it in with FHA. There are many other things about 
this bill that I will have to reserve my opinion on until we get into 
it. But I just wanted it understood that the minority side of the 
committee was not consulted concerning the contents of this bill. The 
speedy action with which the hearings were called, we were not con- 
sulted about them, and the fact that the agencies, the heads of the 
agencies, come here and say they want a little more time, is a justifiable 
excuse for not having all of the information on such notice, but a 
summary of the bill was not available until only 2 days ago. 

Mr. Apponiz1o. Would the gentleman yield ? 

Mr. McDonovuen. Yes. 

Mr. Apponizio. I just want the record to show that I favor the 
extension of the GI loan program also and I tried to indicate that the 
administration would probably oppose it. 

Mr. McDonoveu. That is an assumption, of course. Do you mean 
the 100-percent financing in this bill—that the average citizen should 
be put on the same basis as a veteran ? 

Mr. Apponizi0. I think it would enable a lot of people to get houses. 

Mr. McDonouan. It would level off the veteran with the average 
citizen and the veteran would not have preference. 

Mr. Rarwns. I made the specific statement in the record when I in- 
troduced these bills that I did it merely as a vehicle for study by the 
committee and that I wasn’t committed to every single section. The 
administration was fully informed on the hearing and the bills; there 
is nothing devious about the way the committee is operating. Any 
time you have any statement you want to make, and I have an idea 
the administration witnesses will have to come back, they will be 
more than welcome. I assure you of that. 

Mr. McDonoven. Mr. Chairman, if you will yield for a moment, 
the matter I was making a point on was the agency not being able 
to give all its opinion on all points of the bill places the other wit- 
nesses here in a very embarrassing position also. Now, how are we 
going to get expert opinions from the people in the industry if they 
don’t know the bill any better than the agency, unless they have been 
previously consulted and were informed what the bill contained. I 
can imagine if I were in the business of mortgages, building, or any- 
thing of that sort, housing financing, and didn’t know until 2 days 
before the hearings what was in the bill and I was going to be called 
as a witness, how could I testify. 

Mr. Rarns. Mr. McDonough, I am not feeling sorry for the agency. 
We have only a handful of staff members working on this in the com- 
mittee. They have scores. They have not been surprised in the least. 
They just want to get clearance which they are entitled to get, and I 
am not complaining. But these men know housing from start to finish 
and they have had ample notice. 

Mr. McDonoven. Who do you mean ? 

Mr. Ratns. These gentlemen sitting at this table. 

Mr. McDonoven. Lagree. 

Mr. Ratns. So we are not surprising them. 
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Mr. McDonoveu. But they are highly responsible when they ex- 
press an opinion. 

Mr. Ratns. And that is why I want to be sure they have whatever 
clearances they need, and I am not objecting to that. But the idea 
that we surprise them with statements in this bill, we don’t at all. 
They know all about it and had the bills available in the middle of 
last week. 

Mr. McDonoveu. I am asking the chairman how the people who are 
going to testify who are not part of the housing agency, how are they 
going to testify? 

Mr. Rarns. The people on the outside, I notice, don’t always follow 
the views of the Housing Agency, and they don’t have to know what 
the Housing Agency says, to determine whether they are for or 
against a particular provision. 

Mr. McDonoveu. That isn’t what I said. I said that these people 
who are going to testify must know what is in the bill. 

Mr. Rarns. They will. 

Mr. McDonoveu. They must have been previously notified. 

Mr. Rarns. They will know what is in the bill, and they were all 
notified. 

Mr. McDonoveu. And let the record also show that the minority 
side of the committee was not asked to invite a single witness to appear 
before this hearing. 

Mr. Ratns. You have the opportunity to invite them at any time 
you want. 

Mr. McDonoveu. We were never consulted about the hearings. 
We were never asked to invite any witnesses. 

Mr. Rarns. The next witness is Mr. Baughman. I am sorry, Mr. 
Derwinski. 

Mr. Derwinski. I am intrigued with your testimony on pages 10 
and 11 where you discuss the downpayment requirement. Just for 
the record, I hope that the members of the committee who aren’t 
here this morning would study that in special detail because I think 
you made an excellent statement. May I ask just one question. In 
recent months there has been discussion of the so-called tight money 
situation. In your opinion, what effect does the reduction in down- 
payments have upon the tight money market ? 

Mr. ZimmerRMAN. It has this obvious effect. To the extent further 
liberalization of downpayments stimulates demand or use, you will 
get pressures on the available mortgage money. These pressures 
depending on the degree, would perhaps be pressures which would 
increase the cost of money. 

However, as I stated on the Senate side a week ago, I don’t believe 
the implementations of the provisions in the housing bill of 1959 
would have any significant effect on the tightness of money. 

Now, if you are asking as to the further liberalization proposed by 
the bills before the committee, I would be unable to state other than in 
the terms I have already stated. It isa question of degree. If you 
had a great stimulation in demand as a result of some such action, 
then you are going to have more pressure on the available money and 
probably some increase in price. ; 

Mr. Derwinskt. Thank you, Mr. Zimmerman. 

Mr. Rarns. Mr. Baughman? 
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STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL 
NATIONAL MORTGAGE ASSOCIATION 


Mr. Baucuman. Mr. Chairman and members of the committee, I 
appreciate this privilege of appearing before you today to report on 
FNMA’s operations and to present our views on the FNMA provisions 
contained in the pending bills, H.R. 12153 and H.R. 12174. 

FNMA is a mixed-ownership operation that purchases and sells 
FHA and VA mortgages; it also manages three substantial portfolios 
of FNMA-owned mortgages. Common stock subscriptions from pri- 
vate investors now aggregate more than $63 million. The outstand- 
ing preferred stock of $143 million is owned by the Treasury. More 
than $2 billion of obligations of the secondary market operations are 
outstanding in the hanes of private investors. 

Under its congressional charter FNMA conducts three separate 
operations. They are (1) the privately financed activity, which in 
time is to become entirely privately owned, called the secondary mar- 
ket operations, (2) the special assistance functions which are operated 
exclusively for the account of the Government with Treasury money, 
to accomplish various broad national housing policies or objectives, as 
determined by the Congress or the President, and (3) the management 
and liquidating functions which provide mainly for managing and 
liquidating the portfolio of mortgages resulting from the Association’s 
operations prior to November 1, 1954. 

It is our judgment that the adverse effects on the privately financed 
secondary market operations of some of the amendments proposed in 
H.R. 12153 would be profound. Some of the amendments relating 
to the special assistance functions are also highly undesirable. 

H.R. 12158, section 201 states that the purpose of these legislative 
proposals is “to help assure the even and adequate flow of mortgage 
credit for Government-insured and guaranteed loans * * *” and to 
expand FNMA’s secondary market operations so that they can more 
truly supply a central banking function. Various amendments that 
are intended to accomplish these purposes are set forth in section 202. 

It is generally recognized, I believe, that FNMA’s existing second- 
ary market operations are already providing to a high degree many 
of the services and benefits of a central banking facility. FNMA has 
been continuously in the market for the purchase of FHA and VA 
mortgages during the full 514-year existence of the secondary market 
operations. Purchases have been heaviest when conditions in the gen- 
eral secondary mortgage market have been tight, and lightest when 
these conditions have eased. The secondary market operations have 
quite accurately indicated the prevailing market conditions. Thus, 
purchases increased from $86 million in 1955 to $575 million in 1956, 
and to $1,021 million in 1957. They decreased to $260 million in 1958, 
reflecting the decreased requirement for FNMA asa source of liquidity 
under the easier financing conditions that existed during 1958, the 
year in which FNMA sold $466 million of mortgages. 

In 1959, in response to changing market conditions, purchases in- 
creased to $735 million. FNMA’s purchases in 1960 under the second- 
ary market operations are again expected to exceed $1 billion. 
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FNMA’s purchases in such volume naturally and inevitably have 
helped considerably toward assuring a more nearly even and adequate 
flow of mortgage credit for FHA : and VA mortgages. 

Subsection (a) of section 202 contains three amendments. The first 
would remove the existing statutory FNMA mortgage amount ceil- 
ings with respect to section 213 mortgages covering cooperative hous- 
ing projects located in urban renewal areas. 

In this respect, such mortgages would receive treatment analogous 
to that accorded FHA-insured section 220 urban renewal mortgages. 
We have no objection to this proposal. As we understand the 
second amendment, the per-dwelling-unit mortgage amount, in the 
case of any mortgage covering a multifamily housing project, would 
be computed from only that portion of the overall mortgage amount 
that is attributable to the dwelling portion of the mutif: umily housing 
project. We have no objection to this method of computation. 

The third amendment, which would affect both the Government- 
financed special assistance functions and also the privately financed 
secondary market operations, would require FNMA to purchase any 
offered mortgage unless (1) in default, (2) in imminent danger of 
default, (3) title to the property is defective, or (4) the mortgage is 
too old by FNMA’s standards. We cannot, of course, agree to this 
proposal. 

Occasionally FNMA has declined to purchase mortgages offered to 
it. Because all such mortgages are either insured or guaranteed by 
an agency of the Government, the concern of the seller is understand- 
able. In every instance, however, the reason for the declination is that 
extremely basic purchase standards are not met. 

The proposal in the bill recognizes that the Government insurance or 

uaranty does not protect the owner of the mortgage against under- 
ying defective title. 

Similarly it recognizes that FNMA should not be expected to pur- 
chase a mortgage in default or in imminent danger of default. There 
are other cases in this same field, however, that differ only in degree 
cases in which the mortgagor’s credit standing is unfavorable, gen- 
erally having become so subsequent to being reviewed several months 
earlier by the FHA or VA. For example, the mor tgager may unwisely 
have overwhelmed himself with obligations for installment purchases, 
he may have become unemployed or have developed marital difficul- 
ties, or he may even have died. 

The proposal does not recognize situations such as those in which 
the mortgagor has wantonly “abused or neglected his property; or 
those in which the property, that constitutes ‘the secur ity for the loan, 
has been abandoned and vandalized. There have been cases in which 
physical environmental problems of a serious nature have arisen, in- 
cluding flooding, sewerage difficulties, and drainage problems. Shift- 
ing terrain or landslides may have damaged or even destroyed the 
properties constituting the mortgage security. 

i think it is entirely ‘possible to have FHA mortgages which, because 
of local proximity of the property to the lender or other individual 
circumstances, are wholly acceptable to particular investors—and are 
FHA-insurabe—but which would not be and should not be expected to 
be acceptable to mortgage investors generally. In such an instance, 
FHA insurance has performed a valuable function. But neither the 
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FHA insurance nor the VA guaranty can assure the marketability 
that, at least under the privately financed secondary market opera- 
tions, is properly FNMA’s criterion. 

It is our judgment that under the secondary market operations 
the proposal is wholly inappropriate. The present charter require- 
ment for reasonable marketability is necessary and, of course, Is en- 
tirely prudent and in conformance with accepted business principles. 
Both the private shareholders and those who hold outstanding obliga- 
tions are entitled to rely upon a continuation of this charter require- 
ment. 

In addition, the needed assurance of continuity of operations would 
be lacking unless FNM A-owned mortgages were reasonably resalable. 

Under the special assistance functions, it is not now required that 
mortgages necessarily be readily acceptable to investors generally. 
FNMA’s declinations are few. We think the proposed amendment is 
not needed. In special assistance offerings of mortgages there is never 
a final declination for credit reasons until after the case has been 
varefully considered in the principal office of the corporation here 
in Washington. 

I recognize, of course, that there may possibly be instances in which 
we have in error declined to purchase some particular mortgage or 
mortgages. I say now as I said to this committee in January, and 
as I have said before to many mortgage lenders, that whenever we are 
furnished with information concerning any such situation, it will 
receive my immediate personal attention. 

Subsection (b) of section 202 proposes an amendment of FNM.A’s 
corporate charter that would have a direct effect on the financing of 
the secondary market operations. It would fix the required stock sub- 
scription rate at 1 percent of the unpaid principal amounts of mort- 
gages purchased. The subscription rate is now 2 percent, under the 
existing charter provision which permits FNMA to determine a 
rate between a minimum of 1 percent and a maximum of 2 percent. 

We think the objective of this proposal is to reduce the cost of doing 
business with FNMA. The market price for FNMA’s stock that is 
issued at $100 per share is quoted in the current market at between 
$54 and $57.50 per share. Adoption of the proposal, which could 
be effected by the corporation without need for legislation, would thus 
reduce the transaction costs of those that sell mortgages to FNMA 
by somewhat less than one-half percent. 

An immediate effect of this amendment would be a reduction in 
the rate of buildup of the corporation’s capital through stock sub- 
scriptions by exactly 50 percent. For example, if a $10,000 mort- 
gage transaction be assumed, the dollar difference between subscrip- 
tion rates of 2 percent and 1 percent would be $100. Since borrowing 
potential is 10 times capital, payment into FNMA’s capital of this 
$100 would have provided, in addition, $1,000 of such borrowing 
potential, or a total of $1,100 that would have become available for 
additional purchases of mortgages. To save the mortgage seller 
approximately $45, $1,100 in purchasing potential is sacrificed. 

In present circumstances, it has been our judgment that the existing 
2-percent stock subscription rate is reasonable and provides for the 
continuous progressive accumulation of suitable amounts of necessary 
FNMA capital in relation to the increasing demands for mortgage 
investment funds. The advantages of assuring the availability and 
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continuity of the secondary market operations by retaining the 2-per- 
cent stock subscription rate appear far to outweigh the current slight 
cost reduction to mortgage sellers that would result from reducing the 
rate to 1 percent. 

Moreover, unless the 2-percent rate is retained, it is hardly reason- 
able to expect the congressional goal of full private ownership to be 
reached within the foreseeable future. At the present time, more than 
$750 million of the mortgage purchasing capacity of the secondary 
market operations is directly attributable to the outstanding common 
stock that has been subscribed for in the past 514 years. 

Subsection (c) of section 202 has the purpose of granting broad 
commitment authority to FNMA for use under the secondary market 
operations. Under present law, the commitment authority is limited 
to types of commitments that are issued at prices which are sufficient 
to facilitate mortgage financing, but which are sufficiently below 
FNMA’s current prices for immediate purchase to make delivery of 
the mortgages for purchase under the commitments less likely. 

It has generally been agreed that FNMA should not issue firm com- 
mitments to purchase mortgages in its secondary market operations. 
The reason has been that the issuance of such secondary market op- 
erations commitments would draw FNMA so close to the originating 
or primary market that it would be significantly diverted from its 
basic purpose of providing supplementary assistance to the general 
secondary mortgage market. 

In addition, the practice would tend to place FNMA more nearly 
in direct competition with institutional mortgage investors. 

Subsection (d) of section 202 would provide for the establishment 
of a new lending activity under the secondary market operations, 
which would be in addition to the existing purchasing activity. The 
i would authorize FNMA to make loans of relatively short 

uration that would be secured by FHA and VA mortgages. 

We have had serious reservations with respect to such a proposal, 
and, as you know, the President objected to a similar provision last 
year in S. 57. The current proposal is now under tude. but we are 
not yet in a position to state our views. Within a short time we ex- 
pect to be able to express our comments and position more fully. 

Subsection (e) of section 202 would sahil euaainst law applicable 
to the secondary market operations to permit FNMA to borrow up to 
15 times the amount of its capital and surplus. If this provision were 
to be enacted, it appears that the issuance of obligations at a ratio 
higher than 10 to 1 would constitute an impairment of the association’s 
contractual obligations to the holders of its obligations now outstand- 
ing, amounting to more than $2 billion and having maturities up to 12 
years. From legal and constitutional viewpoints, we believe the 
amendment could be wholly ineffectual. We must therefore recom- 
mend against its enactment. 

Subsection (f) of section 202 would add a new section to the FNMA 
Charter Act that would have the purpose of establishing an Advisory 
Board of 12 members to advise and assist the Association. The 
Board would be composed of 1 member from each of the 12 Federal 
Reserve districts. 

We think this proposal is unnecessary beacuse FNMA already has 
the excellent services of a comparable advisory group, called the Gen- 
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eral Advisory Committee. The members were selected from different 
sections of the country, and are representative of mortgage bankers, 
homebuilders, real estate interests, savings and loan institutions, sav- 
ings banks, insurance companies, and mortgage financing interests. 
All of the members of the committee have distinguished themselves in 
their respective fields. 

The existing General Advisory Committee has a secretary who is 
one of FNMA’s employees. It is our judgment and experience that 
there is no need whatsoever for either a separate advisory committee 
staff or for a full-time executive secretary at $17,500 a year as pro- 
posed in paragraph (b) of the subsection. We recommend against 
enactment of this subsection (f). 

Subsection (a) of section 211 would impose, under the Government- 
financed “Special assistance functions,” a requirement that all mort- 
gages be purchased at “par” or 100 percent of the unpaid principal 
balance, without regard to interest rates; and subsection (b) of sec- 
tion 211 would establish inflexible limitations on fees, which could not 
exceed either 1 percent in the aggregate, or one-fourth of 1 percent 
for a commitment. 

The administration has consistently and firmly opposed any require- 
ment for purchases at a fixed “par” rate, as you know. 

If there be kept in mind the real purposes that the special assistance 
functions are designed to serve, the question arises whether mortgages 
bearing differing interest rates, varying as to current new FHA and 
VA mortgages from 514 percent to 534 percent, can consistently be 
purchased at any single uniform price—whether that price be “par” 
or some other amount. Certainly they are neither valued nor pur- 
chased on such basis by institutional investors. 

The special assistance functions provide for the purchasing of 
selected types of mortgages pending the establishment of their ac- 
ceptability in the general mortgage market. If the establishment of 
such acceptability is to be advanced, special-assistance purchases 
should be conducted in circumstances that are planned to encourage 
private investment in the same types of mortgages. If the circum- 
stances were to include fixed purchase prices that were disproportion- 
ately high in relation to the market, FNMA/’s purchases would neces- 
sarily supplant or deter private investment. 

Because the circumstances often involve the purchase by FNMA 
of mortgages valued by investors generally at less than “par,” adop- 
tion of the proposed pricing requirement, supplemented by the pro- 
posed limitation on fees, would create a situation in which the invest- 
ment of non-Government funds in such mortgages would become 
impracticable to any large extent. This result would follow even 
though the mortgages were of the more desirable types eligible for 
special assistance. 

Also, investors that are in a position to choose whether they will 
make mortgage credit available or whether, in contrast, they will 
invest in ahes types of obligations, are not likely to select the mort- 
gage field whenever mortgage investments are not reasonably com- 
petitive with other types of investments. 

If the Federal Government, acting through FNMA, under its spe- 
cial assistance functions, were to establish mandatory and inflexible 
purchase prices supported by Treasury funds, it would thereby tend 
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strongly to preempt that part of the mortgage market covering the 
special-assistance types of mortgages. 

In addition, the proposed provision to establish FNMA’s fees below 
those of other mortgage institutions would further aggravate the 
situation. Specifically, the usual fee for purchase commitments is 
1 percent, but under the bill FNMA’s maximum commitment fee 
could not exceed one-fourth of 1 percent. 

In consequence it is our view that under the bill the Government, 
in its endeavor to be helpful to special types of home purchasers, 
would be unwittingly reducing the total credit actually available for 
those special types of home purchasers. In the long run substantially 
more financing will be available for the special assistance types of 
mortgages if we help to maintain an environment favorable to private 
investment funds. 

Subsection (c) of section 211 would increase from $950 million to 
an unspecified amount the general special assistance authorization 
that is subject to the discretion of the President. FNMA’s budget 
estimates recognize that another $150 million should be added to the 
funds that are available for special assistance in connection with mort- 
gage financing of housing programs, especially for urban renewal and 
for elderly persons. It is the position of the administration, how- 
ever, that these additional funds should be made available through 
the type of appropriation procedures that would be provided for by 
H.R. 12174. 

Subsection (d) of section 211 proposes two amendments of the 
special assistance authorization in section 305(e) of the FNMA Char- 
ter Act for FHA-insured section 213 mortgages covering cooperative 
housing. The first would require FNMA to issue or extend its com- 
mitments for these mortgages in such a manner that they would be 
continued for an additional 2 years after completion of the projects. 

It appears probable that this proposal is intended to assist a mort- 
gagor of the type that could certify to FHA, under section 213, that 
upon completion of the project covered by the mortgage the mort- 
gagor intends to sell such project to a nonprofit cooperative ownership 
housing corporation or trust within 2 years. 

FNMA’s commitment. contracts to purchase multifamily housing 
mortgages customarily are for a term not exceding 27 months. How- 
ever, In the category of cases under consideration, FNMA/’s practice 
has been to provide for extensions. Accordingly, we think there is no 
need for this proposal. The incentive for diligent sales efforts by 
the original mortgagor might be lacking if there were a statutory 
provision for a mandatory 4-year commitment period. 

Under the second amendment, whenever the Federal Housing Com- 
missioner shall have issued a statement of feasibility on a section 
213 project and received an application for mortgage insurance with 
respect to the project, FNMA would be authorized to enter into a con- 
tract to reserve funds for the purchase of the mortgage for such period 
as the Commissioner certifies is necessary, taking into account the time 
required by the FHA to issue a commitment for mortgage insurance. 
However, no charge for the reservation of funds could be imposed 

rior to the time when the Commissioner issues a commitment to 
insure the mortgage; at that time FNMA could impose a charge of 
one-eighth percent. Later, when and if FNMA issues its commitment 
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contract to purchase the mortgage, another one-eighth percent, being 
the balance of the authorized commitment fee of one-fourth percent, 
under the bill, could be charged. We think there is no established 
need for this proposed commitment to issue a commitment. 

Subsection (e) of section 211 would add a provision to the FNMA 
Charter Act to provide a direct congressional special assistance author- 
ization in a blank amount for nursing home mortgages insured under 
section 232 of the National Housing Act. As you may know, under 
existing law the President can authorize the purchase of these mort- 
gages under the FNMA special assistance functions when he deter- 
mines it is be in the public interest. Weare now endeavoring to obtain 
information on the extent to which private funds can be expected to 
be invested in these mortgages. Therefore, we would prefer to fur- 
nish you later with a report regarding the purchase of these mortgages 
under our special asistance functions. 

H.R. 12174 is an administration bill which would authorize such 
increases in the existing overall special assistance authorization of 
$950 million subject to Presidential discretion as may be specified from 
time to time in appropriation acts of Congress. As I indicated in 
my comments under subsection (c) of section 211 of H.R. 12153, the 
$150 million increase currently being recommended in accordance with 
that proposal will be required principally to furnish additional finan- 
cial asistance in support of housing programs for urban renewal and 
for elderly persons. 


SECONDARY MARKET OPERATIONS FINANCING 


I will conclude my statement by reporting briefly on FNMA/’s bor- 
rowings from private investors under the secondary market opera- 
tions. We have demonstrated that FNMA can borrow from private 
sources the substantial sums needed, and that consequently the Treas- 
sury can be freed of a heavy financing burden. For more than 5 years 
FNMA has remained continuously in the market for the purchase of 
FHA and VA mortgages. 

The pricing and related criteria followed by FNMA in the pur- 
chasing of mortgages have been fundamental to our success. Briefly, 
these are essentially that FNMA’s purchase prices must be “within 
the range of market prices,” and that purchase prices and also fees 
and charges should be established with the objective that the sec- 
ondary market operations “should be fully self-supporting.” The 
criteria, of course, provide for the adjusting, from time to time, 
of the prices FNMA pays for mortgages, as well as its fees and 
charges, so that they are reasonably consistent with the conditions 
that prevail in the private market from which we obtain our borrow- 
ings. 

Since the beginning of 1959, FNMA has marketed 16 issues of de- 
bentures aggregating $2.14 billion, in its borrowing for the secondary 
market operations. ‘These debentures have been sold to yield returns to 
the investors of between 3.7 percent and 5.35 percent, for obligations 
mature in 1 year or less. For obligations maturing in over a year, 
the yields have been from 4 percent to 5.26 percent. The most recent 
offering, amounting to $200 million, was sold to yield 4.69 percent per 
annum. 
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When selling costs and commissions are added to these yield rates, 
and on comparison of total borrowing costs with the net return rea- 
lized by FNMA on mortgages purchased which bear even the rela- 
tively high interest rates of 514 percent and 5384 percent, the neces- 
sity of the continuing proper adjustment—both promptly and ac- 
curately—of FNMA/’s prices and its fees and charges, becomes ap- 

arent. Proper adjustment is necessary if losses are to be avoided, and 
if continuity of operations is to be assured. 

To enhance the effectiveness of the secondary market operations, 
FNMA has very recently undertaken to sell on a continuing basis its 
short-term discount notes, with maturities between 30 and 270 days 
tailored to the requirements of individual investors. These notes are 
similar to commercial paper. Financing of this type will be supple- 
mentary to our regular borrowings through the issuance of deben- 
tures. 

As I said earlier, the aggregate of outstanding obligations of the 
secondary market operations now exceeds $2 billion. 

This concludes my statement, Mr. Chairman. 

Mr. Rarns. Gentlemen of the committee, there are three suspensions 
up over on the floor and I judge there will be some rollcalls. Would it 
be agreeable to you, Mr. Walker, and Mr. Hazeltine and Mr. Davern, 
to appear tomorrow at 11 o’clock and you come back at that time, Mr. 
Baughman for cross-examination by the committee. 

Mr. BauGuMaN. Yes. 

Mr. Ratns. The committee will meet tomorrow at 10 o’clock. The 
first witness will be Mayor Dilworth of Philadelphia, and you gentle- 
men will be on next. The committee will stand in recess until 10 to- 
morrow morning. 

(Whereupon, at 12:18 p.m., the subcommittee adjourned to re- 
convene at 10 a.m., Tuesday, May 17, 1960.) 
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TUESDAY, MAY 17, 1960 


House or RepresENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SupcomMiTree on Hovstne, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1301, New House Office 
Building, Hon. Albert Rains (chairman of the subcommittee) pre- 
siding. 

a Representatives Rains, Addonizio, Barrett, Widnall, Der- 
winski, Mrs. Sullivan, and McDonough. 

Mr. Rains. The committee will be in order. Other members will 
be along but we got behind with our schedule yesterday and we have 
a very heavy schedule today so we will have to run it right on the 
button. I understand that Mayor Dilworth is to appear before the 
Senate committee when this closes and we want everybody to keep his 
appoinments so we are going to begin our session this morning by 
hearing from your distinguished mayor, Bill, the mayor of the city 
of Philadelphia, Mayor Dilworth. 

Come around please. 

Mr. Barrett. Mr. Chairman, I would like to take this opportunity 
to welcome the mayor from our great city of Philadelphia. 

I don’t think I should continue without mentioning that this morn- 
ing I talked to a very able Republican Representative who said he 
thinks the city hall is cleaner now than ever before. I would like to 
make a general statement and say the entire city of Philadelphia is 
cleaner than at any time in its history. 

I think the greater part of the credit for this goes to you, Mayor 
Dilworth. Certainly it is nice to have you here this morning to tes- 
tify and I just want to close by commending you on your fine work 
in Philadelphia. Since you have been nayet't Cave heard many times 
that if one had left Philadelphia 10 years ago and were to return 
today, he would have to learn his way around because of the new face 
you have put on the entire city. This in my estimation, Mr. Mayor, 
is a fine contribution. 

Mayor Duworrn. Thank you very much. I certainly appreciate 
that and we know that it was done as a result of complete teamwork 
and the fine work of the whole party. 

Mr. Rarns. You may proceed. 


STATEMENT OF RICHARDSON DILWORTH, MAYOR OF THE CITY 
OF PHILADELPHIA 


Mayor Diwortn. May I put into the record, first, the resolution 
on urban development which was adopted unanimously at the recent 
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U.S. Conference of Mayors at its annual meeting which was held in 
Chicago last week. This resolution was unanimously adopted by the 
entire convention without a dissenting vote. I have the additional 
copies, 10 copies in all, if I may. 

or. Rarns. We will be very glad to have the resolution, and I 
would like to ask you—I left the convention in Chicago before the 
election came up. Am I correct in saying that you were elected the 
president of the U.S. Conference of Mayors? 

Mayor Diitworrn. After a very sharp contest; yes, sir. 

Mr. Ratns. All right, Mr. Mayor, you may proceed. 

Mayor Ditworrn. And if we may also put into the record the 
summary of the results of the 1960 urban renewal survey conducted 
by the American Municipal Association and the U.S. Conference of 
Mayors. That is the survey that we will refer to in our testimony. 

Mr. Rarns. It may be included. 

Mayor Ditworrn. Thank you, sir. 

(The data referred to above is as follows :) 


SUMMARY OF RESULTS OF THE 1960 URBAN RENEWAL SuRVEY CONDUCTED BY THE 
AMERICAN MUNICIPAL ASSOCIATION AND THE U.S. CONFERENCE OF MAYORS 


SCOPE OF THE SURVEY 


Questionnaires were sent to all cities with a population of 35,000 or more, plus 
all other local governments in the 50 States and the District of Columbia thought 
to be interested or considering the initiation of an urban renewal program. 

Close to 1,200 local governments were requested to respond by completing and 
returning the questionnaire. Local officials assigned the task of handling the 
survey were instructed to make all estimates “in line with your community’s 
fiscal and relocation capabilities.” 

RESPONSE 


By May 1, 1960, 386 communities had responded. A tabulation of the number 
of questionnaires mailed and responses on a State basis is attached. 

Of the 386, 258 answered in some detail. Of this group, 198 had one or more 
Federal project programs underway, representing slightly over half of the total 
of 390 localities (exclusive of Puerto Rico) estimated as having been active in the 
Federal program as of December 31, 1959. 

Although the remaining 188 communities returned no useful information on 
the survey form, 125 of this group did indicate positive interest in the Federal 
program and an intent to further consider the feasibility of local renewal 
action. 

Almost three-fourths of the Nation’s cities with a population of 50,000 or more 
filed a completed questionnaire. Of the 60 cities in this population group which 
did not respond, less than half were active in the program at the end of 1959. 


SIGNIFICANCE OF SURVEY RESULTS 


Thus while the survey totals probably include the estimated immediate needs 
of about three-fourths of the Nation’s larger cities, they nevertheless are based 
on information furnished by less than half of the communities of the com- 
munities now actively engaged in renewal activity as provided for under the 
Housing Act of 1949. 

The survey totals do not include any estimates of needs other than those fur- 
nished by the community. The totals do not include any projections from the 
“sample” responding. 

Total estimates of needs, by State, for the periods covered are included in the 
attached tabulation. 

SUMMARY OF SURVEY RESULTS 


Forty-seven cities indicated that they had applications pending with URA for 
increases in existing capital grant reservations amounting to $132 million. 

Thirty-eight cities indicated that they had applications pending for new proj- 
ects with URA which they estimated would require $173 million in Federal 
grant funds. 
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Of the over 430 communities now participating in the program, 108 indicated 
that they intended to file applications during calendar 1960 covering projects 
which would require $458 million in Federal capital grant funds. 

In addition, 93 cities indicated that they would, some time in the near future, 
file applications for $44.5 million in grant funds to carry out community renewal 
programs as authorized under the Housing Act of 1959. 

Thus, for calendar 1960, local governments will request URA to act on applica- 
tions for either increases in existing grant reservations for existing projects 
or for new projects involving in excess of $763 million. 

Of the over 480 local governments now active in the Federal program, re- 
sponses from 131 indicated intent to file applications for new projects during 
calendar 1961 in the amount of $424.2 million. Assuming one-half of these 
applications will be filed during the first 6 months of 1961, i. e., $212.1 million, 
it is estimated the total Federal grant funds required between the 18-month 
period from January 1, 1960, to July 1, 1961, will exceed $1,019 million, which 
amount includes the additional $44.5 in grant funds it is expected will be re- 
quested from URA for the completion of community renewal plans during this 
period. 

Against this total need of $1,019 million there currently exists in unreserved 
funds from fiscal 1960 an estimated $200 million, plus the $300 million which will 
become available on July 1, 1960. The net deficit amounts to approximately 
$517 million—this is the amount needed to accommodate only the communities 
which were able to file responses to our questionnaire. This amount does not 
provide for those communities which were unable to file need estimates nor does 
it provide for the needs of the new communities which will be initiating new 
programs during this period. 

FUTURE NEEDS 


Of the communities responding, 181 were able to provide estimates as to 
their anticipated grant needs for the 3-year period 1962 through 1964. The 
total amounted to $969.8 million, or an annual average need of $323.3 million. 

For the 5-year period 1965 through 1969, 170 communities estimated their 
grant needs at $1,765.9 million, or an estimated average annual grant need of, 
for these local governments alone, $353.2 million. 

Considering the relatively small number of communities able to make esti- 
mates as to future needs at this time and in anticipation of further increases in 
number of communities participating in the program, a $600 million annual 
authorization of Federal grants seems fully justified. 
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AMERICAN MUNICIPAL ASSOCIATION, U.S. CONFERENCE OF Mayors—NATIONAL 
Urgran RENEWAL Survey, JANUARY 1960 


Estimated 10-year urban renewal program—Federal capital grant requirements 


[In millions] 





1960 


1961 


1962-64 


1965-69 


10-year 
total 
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1 No figures provided where only 1 community has responded and has requested its reply be kept con- 
fidential. Totals, however, include all data collected. 
3 Exclusive of applications pending for new projects or expansions of existing projects. 
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American Municipal Association, U.S. Conference of Mayors—National urban 
renewal survey, January 1960 





























Questionnaires 
Cities over 50,000 not responding 
Sent | Returned 
0 ee 70 6 | Montgomery.! 
Dick t hace tpnmosinwe 4 1 
[0 See 4 2 
Arkansas. - -..- 19 1 | Fort Smith, North Little Rock. 
California ._. -- 99 68 | Bakersfield, Compton, Fresno.! 
Colorado---.--- Be 6 4| Pueblo.! 
Connecticut. -...--.----- 24 11 
ID nn oiwicgnntanne 2 1 
District of Columbia_-.. 1 1 
I is 5c wtanlbhaiintcotcon 44 12 
Georgia... ------ paar 101 14 | Columbus.! 
a 2 2 
cig ecm adahine 42 14 | Aurora, Berwyn, Cicero, Joliet. 
CD gti Dinwie nia wionens 20 9 | Anderson, Evansville,' Indianapolis, Terre Haute. 
Se 10 6 | Cedar Rapids, Davenport. 
DO  cniduisnie'an anes 5 4 
Kentucky -.......-.-... 34 7 | Covington. 
Maine...-..---- ie ll 5 
Maryland _ -_-_-- 7 2 
Massachusetts. — 35 20 | Brockton, Fall River ', Newton, Pittsfield, Somerville.! 
ea 35 17 | Bay City, Dearborn, Flint, Jackson,! Lansing, Kalama- 
z00.! 
a 10 4| St. Paul.! 
Mississippi-- -..-------- 43 2 
CS FEES 19 10 | St. Joseph. 
ee 3 1 
OO See 2 2 
eras 2 2 
New Hampshire-------- 4 1 | Manchester.! 
New Jersey.-.--.-.-----.- 49 15 —_ City,! Bayonne, Jersey City,! Trenton,! Union 
ity.! 
New Mexico-_..--..-..-- 2 1 
ae 42 21 | Albany,' Amherst, New Rochelle,! Troy, Mount Vernon, 
Niagara Falls.! 
North Carolina. ---.-.-- 18 9 
DRE Rikatrnb ada cedinnd 29 21 | Akron.! 
GE | disc sivcsomcvens 6 3 
Pennsylvania.-.-...-..-- 57 19 | Chester,! Harrisburg,'! Johnstown,! McKeesport.! 
Rhode Island_-.--------- 7 4 | Cranston. 
South Carolina. -._------ 9 3 | Columbia, Greenville. 
,, eee 76 8 
, Sea 113 24 | Amarillo, Beaumont, Corpus Christi,| Galveston, Laredo, 
Wichita Falls, Waco.'! 
Sa pee 2 1 
aa 1 1 
RG Ldodenaad canbe 15 7 | Norfolk.! 
Washington --.......-- 32 8 
West Virginia_-___. deatoe 10 3 | Wheeling.! 
I cicuvewcntae 15 9 | Kenosha. 
ae 1, 141 386 








1 Community with an active renewal program, 


Mayor Ditworrn. Well, sir, I know that you are very pressed today, 
so if 1t is agreeable to you, I will summarize what our fairly lengthy 
statement says. 

Mr. Rarxs. The entire statement will be included in the record and 
you may summarize as you see fit, Mayor. 

Mayor Ditwortu. Thank you. Well, after 10 years of working 
under the act of 1949 I think the cities and the Congress both have 
come to know the inadequacies. The first and really important thing 
to the cities, particularly in urban renewal, is this problem of con- 
tinuity. To get greater urban renewal programs going requires the 
complete cooperation of the business and civic groups in the entire 
area that is going to be redeveloped and to get them in requires rea- 
sonable assurance to them that there is going to be continuity, that 
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the program won’t take too long being worked out, that once it is 
worked out that they can be assured that it will be completed, and 
they realize that these programs from the time they are first con- 
ceived until the starting point of them is a minimum of 2 years and 
then usually, particularly in the big ones like our so-called Independ- 
enc Hall redevelopment which w ill involve close to $100 million, and 
our Eastwick, one which will involve total expenditures of about $200 
million, will take another 5 or 6 years to complete. So to get your 
business and civic community to come in, it is tremendously important 
that they have a sense of continuity because it takes, as you know, a 
tremendous amount of groundwork to line them all up. 

Once it is done, it cert: uinly pays off because I think it is always 
well to reiterate that our experience has been that every dollar of tax 
money has primed the pump for approximately $10 of private invest- 
ment, so that certainly Government money has never been better spent 
than that. 

Second is the question of amount. Our survey indicates that the 
cities could profitably spend this year over $700 million and could for 
a number of years to come. Therefore a program of $600 million for 
10 years actually wouldn’t meet the minimum needs, but we realize 
that there is a limit on all of these things. 

Also we do feel that the percentage should be increased from $2 of 
Federal money to every dollar of city money, to either three-quarters 
or four-fifths Federal money, and I think there is unanimity of opin- 
ion on that among the mayors, and after very careful consideration. 
To point out w hat I mean by the nec essity for that, we have just com- 
pleted in our city a so-c: alled comprehensive plan, I think the first one 
completed in any large American city. It took us 5 years—about $ 
million was spent. Not only did the planning committee work, all our 
civic groups, consultants and all that came up with a plan that we 
agree, and our business community thinks is workable, in fact one that 
we must carry out, but at the present rate of Federal ‘aid and stretch- 
ing all of our resources to their utmost—and I think one thing that 
we alw ays have to stress is that every big city today, every city in fact 
is stretching its at best it would take 40 years to do this 
essential job, and we think that is a good deal too slow to be able to 
accomplish the really important objectives. 

Now as regards rehabilitation, if I may touch on that for a few 
moments. I think we all had high hopes that section 220 of the 
FHA mortgage insurance for rehabilitating existing areas would 
really pr oduce results, but it hasn’t. In our own city, for example, 
we have only been able to obtain one such loan and we think that is 
due to the overconservative attitude of the FHA on this, and their 
refusal to be realistic about valuations. 

For example, if I may bring in one example. Right to the north 
of our University of Pennsylvania and Drexel Institute, which is our 
great engineering univer sity, there is an area which was a real slum 
area, but which is being almost privately redeveloped by the staffs, 
teachers, and others of ‘those two universities who have moved into 
that area, a really fine group, just the kind of group that you want 
to keep there, and the two universities are doing tr remendous work with 
the aid of the city and city funds to improve and expand their 


campuses. 
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There are 350 homes in there owned by members of the staffs of 
these two universities where they want to live and there are apart- 
ments in addition. On only one of these have they been able to get 
an FHA 220 loan, and we think the valuations have been completely 
unrealistic, and that it is very important that changes be made to have 
realistic valuations. 

In fact, they have actually on two of these houses been able to make 
conventional loans at the value that we contended was a fair value, 
and yet only one has gone through the FHA. 

Now of course it is a fact that the Housing Act of 1959 helped 
straighten out many things. The advance acquisition, for example, 
has been tremendously helpful, but we would like to see section 112 of 
the 1959 act strengthened. It provides for credit for acquisitions of 
property by higher educational institutions, as you know, and we 
would like to back Congressman Rains’ bill in the strongest possible 
way, Which extends this from just institutions of higher learning to 
hospitals, and we think it would be very constructive, particularly in 
a city like ours where we have so many old hospitals that are in real 
need of rehabilitation, improvement, and which are doing it, both as 
a result of aid from the city where we are making it possible for them 
to get additional land at our own expense and our own cost and that 
in turn has led to drives in which business and citizens have con- 
tributed and rehabilitation and renewal of many of our hospitals. 

We feel that we have also been hampered in that URA has not per- 
mitted conservation type programs in neighborhoods which have less 
than 20 percent of the oainas with structural or living deficiencies, 
and that is simply a regulation, and we think it is a very unrealistic 
regulation. 

For instance, we can move into a lot of areas that are just starting 
to turn bad, we can get tremendous citizen cooperation and can really 
put those back into shape if we could get the URA approval, but due 
to this rigid approach, as we see it, we have been seriously balked there. 

Now as regards relocation, for some smaller businesses the $2,000 
for moving is undoubtedly inadequate. We do not think that it would 
lead to any abuse to remove that ceiling. This ceiling is one of the 
things that actually came very near blocking one of our most im- 
poses redevelopment programs because there were four or five small 

usinesses in that area, one of which had been there over 70 years, all 
of which had been there over 50 years, and it was perfectly plain that 
what we could allow them on their moving expenses would almost 
bankrupt them, or would make it virtually impossible for them to go 
back into business, and such a fuss was stirred up over it, and per- 
fectly properly, that our newspapers and everyone else joined in and 
we had to work out sort of a private deal. We don’t think that that 
would lead to any abuse. 

Again Congressman Rains’ bill, H.R. 12152, which also provides 
for long-term loans to small business to prevent hardships, we think, 
is extremely important because so many of these businesses have built 
up such a neighborhood business that when they move they have a 
very hard time for the first 2, 3, 4, or 5 years, so unless they can have 


something like this to tide them over, it results in really serious hard- 
ship cases. 
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We have also found that individuals are hampered because of lack 
of housing within their means, those are the individuals that have to 
be moved. Section 221 has been of very little help because again of 
low valuations, particularly on used houses. We believe that a real 
possibility lies in House bill 12152 which calls for mortgage loans to 
nonprofit groups for rental housing at 2 percent up to 60 years because 
this relocation is a tremendous problem, as I will bring out further 
in a moment, and in this entire relocation field certainly the work done 
by Congressman Rains and our own Congressman Barrett has been 
tremendously helpful and the bills which have been sponsored by both 
of them and the other members of this committee have been extremely 
helpful, and we hope that favorable action will be taken on it. 

Now as regards public housing, I think it is not unfair to say that 
the Administration seeks to create the idea that the big cities really 
don’t want this, and that they sort of shadowbox with the Federal 
Government to take care of certain groups at home, but fundamentally 
they don’t want it. 

Well, we have just come from the U.S. conference of mayors and 
I have talked to the mayors of some 50 cities while I was there and 
there wasn’t any doubt in my mind that every big city not only wants 
public housing, but has to have it. The things that have made it very 
difficult are again regulations and ceilings. For instance, suddenly 
restoring this regulation that public housing sites had to be approved 
by the Council. It seems it is almost a deliberate attempt to wreck 

ublic housing. Council is very happy to go along on public housing 
if it isn’t put directly on the spot as to site approval and there is no 
reason why it has to be put directly on the spot and submitted to all 
these pressures. 

I think the most serious handicap to public housing is the $17,000 

r living unit ceiling which is certainly completely unrealistic for 

ig cities. What does the average member of the public really visual- 
izeinthissort of program? They visualize the slums being torn down, 
and the public housing built where the slums were, and with about 45 
to 50 percent of the people accommodated in the new construction. 
But in any city of over probably 250,000 the cost of the land is so high 
that you cannot possibly rebuild on any slum-cleared area. The result 
is that we have to go out and look for vacant land and when you go out 
and look for vacant land then you bump into and come close to other 
residential areas, and then you really get into trouble. 

I think the principal reason that public housing has been slow in 
catching up in the big cities has been this $17,000 limitation. In our 
own city we have 5,000 bona fide people on the waiting lists now for 
public housing, who should have it, and it is a serious problem that we 
can’t get it for them. We are displacing every year about 4,000 fam- 
ilies as a result of redevelopment, slum clearance, and highway proj- 
ects and other private development projects in the cities and about 2,000 
% those 4,000 families should go into public housing and are qualified 

or it. 

Yet at the present time we are not able to provide it for them. We 
would like to see a completion, without any ceiling put on, of the 
original program of 810,000 low-rent public housing units authorized 
in the act of 1949. As regards middle-income housing, and in Phila- 
delphia at any rate, we mean families earning between $3,500 and 
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$6,500 per year, we feel that that is a very important area which needs 
congressional action. We also support the $4 billion increase in the 
general insurance authorization for FHA and continuation of the 
ct pend improvement loan program scheduled to expire October 1 of 
this year. 

We believe that it would be helpful to increase the maximum loan 
maturity from 30 to 35 years, and to 40 years in hardship cases. Re- 
duction in FHA insurance premiums should also prove helpful. In 
connection with the Federal National Mortgage Administration we are 
behind the proposal to make par purchase a mandatory permanent 
feature of the special assistance program. 

We also endorse the providing of additional funds to FNMA for 
urban renewal housing and cooperative housing as well as limits on 
FNMA fees and charges. In addition to all of these worthwhile 
measures it appears to us that the time has come for Congress to con- 
sider seriously legislation in which the direct lending powers of Gov- 
ernment are used to encourage construction of new homes for our lower 
middle-income groups. 

An important step in this direction is the bill introduced by Senators 
Javits and Clark (S. 1342), which makes available long-term loans at 
reasonable interest rates. The increase in rates and the tightening of 
the money market have made many of the previous congressional pro- 
grams ineffective in terms of helping our middle-income families. 
Other approaches along these lines deserve your sympathetic consid- 
eration. 

Now, on housing for the elderly, if I may touch on that for a 
moment, sir, the country is eagerly awaiting the trying out of section 
231, designed to provide housing for the elderly. Although we recog- 
nize that none of the $50 million authorization for direct loans for 
this purpose has yet been appropriated, it would still be helpful if 
the fund were increased to the $150 million originally sought. It is 
also recommended that where loans are made to nonprofit organiza- 
tions, they be 100-percent loans. 

Finally if I may touch on one thing, and that is something which 
again was unanimously adopted by the U.S. Conference of Mayors, 
and unanimously adopted last winter by the American Municipal 
Association, and that is the tremendous need for a Department of 
Urban Affairs. 

The cities now have no central place to which they can go with their 
problems and they have such a multitude of problems here, and each 
of the departments—and I don’t blame the departments—almost 
resent that they have to undertake in their own department the 
staggering problems of the cities. I don’t need to remind you, 
gentlemen, that two-thirds of our people today are living in some 
160 great urban areas. In fact, as I will bring out in a moment, 
six of these urban areas that cross State lines actually contain one- 
sixth of our total—of the total population of the United States. 
Now, the old idea that the cities fed to deal through the States— 
and that is still impressed on us in every department that we go to— 
again makes our problems doubly difficult, particularly when we have 
urban areas as we do in Philadelphia, that encompass two States— 
New York’s encompass three States—and there are four other cities 
in a similar situation. 
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Just take a thing like the whole problems of surplus food which 
is so important in the big cities. When we go to the Department of 
Agriculture they simply tell us they are not in the welfare business, 
not to bother them. What happens? 

We get rice, which is either unshucked or uncleaned and I am 
told it is absolutely impractical to the average city dweller to get 
that kind of rice. Yet we cannot get the Department of Agriculture 
to do anything about it. 

We were given wheat in raw forms. We were given a demonstra- 
tion at the Department of Agriculture of how you can make a nice 
cereal out of that by putting it in a bowl and pounding it. The 
average city dweller just cannot make cereal out of that. 

The sugar comes in 100- and 200-pound bags. We have asked that 
some arrangements be made to put that in more practical units. 

Again, peanuts. Just to give us enormous bags of peanuts doesn’t 
help us. We have asked them through private companies to process 
it into peanut butter, but again they tell us they are not in the welfare 
business. They are just not interested in our problems as cities. 

We had the same problem in the field of mass transportation, and 
we go to the Department of Commerce and they say they will deal 
with the States, not with us. On air pollution at the Department of 
Health we are told to deal through our States. We have the same 
problem when we come down here to discuss our problems of ports. 
We are told to deal through our States. 

We are told the same thing when we try to deal with clean streams, 
or hospitals and school programs. So you can see what it means to us. 

Now, this is not any strange idea that two-thirds of the population 
should have some real representation here. Actually—and something 
I hadn’t realized here—was that President Woodrow Wilson, as far 
back as 1912, was favorably inclined to this and was actually having 
some legislation drafted for a possible department which he called a 
Department of Urbanization when World War I came along and 
interfered with it. 

Mr. Charles Merriam, the father of the present White House Assist- 
ant, as far back as 1934 strongly urged such a department and in 1942 
actually drafted legislation for such a department. So there has been 
very sound thinking for it, and one of the very real reasons that it is 
so important is, as I say, that the most important metropolitan areas 

in the United States are outside the jurisdiction of any single State— 
New York, Chicago, Philadelphia, St. Louis, Washington, and Cincin- 
nati, for example—and those six, and their urban areas that sur- 
round them, make up about one-sixth of the total population of the 
United States, and I think it was best summed up, the advantages of it, 
by an article in one of these law journals, which said: 

Far from being matters of local or even statewide concern, the most vital 
metropolitan area problems are at the same time problems of utmost concern to 
our national defense, to the conservation of national resources, and to the 
maintenance of national health and welfare. 

They are problems of national dimensions affecting the lives of all Americans, 
no matter where they live— 
and then it goes on to say that the head of a department has an indi- 
vidual consultative relationship to the President, to the administra- 
tion, and to Congress, a relationship of such importance that the 
Secretary of a department becomes the administration’s natural con- 
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sultant in regard to the problems of his area, and that is what the cities 
are really in great need of today, and I think it would be a great help 
to the Congress to have some such department to which they could turn 
for the multitude of such problems that come up. 

And finally, as is said in this article: 


A simplification in the lines of communication between the Federal, State, and 
local agencies, so that local public officials would have a real opportunity of 
finding the right person at the right time for the right purpose and the right 
program, in order to simplify and expedite the very complicated problems that 
the localities are facing in this tremendous urban civilization in which we now 
find ourselves. 


I thank you, gentlemen. I am sorry to have been longer than I 
should. 
(The complete text of Mayor Dilworth’s statement is as follows:) 


STATEMENT OF RICHARDSON DILWORTH, MAYOR OF THE CITY OF PHILADELPHIA 


Mr. Chairman and members of the committee, I am Richardson Dilworth and 
I appear here today both as mayor of Philadelphia and on behalf of the U.S. 
Conference of Mayors. Speaking for the people of Philadelphia is an important 
responsibility. Since the majority of the American people live in cities, I feel 
this responsibility is increased immeasurably when I serve as spokesman for the 
U.S. Conference of Mayors, the members of which are the elected representatives 
of the people who live in America’s urban areas. 

It has been my privilege to speak to this committee on housing and urban 
renewal measures in the past. Through the years a body of housing legislation 
has been built up which was designed to meet most of our apparent urban 
problems. I realize that the members of this committee are in no small part 
responsible for promoting legislative programs which are intended to provide all 
of the American people with decent housing in good communities while further- 
ing the national interest and economy. 

What accomplishments have been made, gentlemen, you should look to with 
pride. Nevertheless, some of our housing legislation has not solved or met the 
problems for which it was intended, and almost all of it covers too short a 
duration to guarantee continuity of endeavor. 

Today, I shall devote myself not so much to suggesting new techniques or new 
legislation, but imstead shall dwell upon those inadequacies that we find in our 
current tools; and, where experience warrants, I shall make suggestions for 
strengthening and improving existing legislation. 

After 10 years of working under the Housing Act of 1949, I believe we are in 
a position to evaluate its shortcomings. These do not seem to be shortcomings 
of intention, but rather shortcomings of realization. Neither Philadelphia nor 
any of the cities represented by the U.S. Conference of Mayors feels that the 
current programs carried on at their present rate can guarantee that all of our 
people will live in decent housing, or that our cities will become free from blight 
and slums. 

I do not advocate either study or investigation as an alternative to improving 
our current legislation now. Nevertheless, Congress should undertake an evalu- 
ation of the entire urban renewal program, in order to determine its effectiveness 
in achieving the stated goals of eliminating slums, blight, and substandard 
housing. With 10 years of experience, the time is certainly ripe for a complete 
reexamination. 

Let me tell you what we have discovered in Philadelphia as we have reexam- 
ined our total program. Our city planning commission has just completed, after 
several years of extensive work, a proposed comprehensive plan for the city of 
Philadelphia; a plan which would eventually see Philadelphia as a revitalized 
metropolis, economically sound, and free of blight. 

The picture is a pleasant one, but unless we can increase the resources avail- 
able to urban renewal, it will take at least 40 years at our current rate of 
expenditure to eliminate blight and supply the community facilities indicated by 
this plan. 

Furthermore, the reaching of our goal in 40 years will only be possible if 
Federal appropriations continue at their current level. And, once again, this 
40-year prediction would have to be extended even further if one took into 
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account those areas of the city which currently need no public programs, but 
through a period of time (as extensive as 40 years) can be expected to require 
partial or total renewal. 

Quite frankly, this means that we are doomed to a blighted city unless we 
can speed up our program. In Philadelphia we willingly put every available 
cent of tax money that is not imperative for other purposes into our urban 
renewal program. We have made a policy of using whatever Federal funds 
might be available to us for urban renewal. 

We have also aggressively and successfully sought out and used private invest- 
ment in our program. Although I have been stating the conditions that exist 
in Philadelphia, I know that they can be duplicated over and over again through- 
out the cities of our country. 

It therefore becomes a national problem and it should be a national responsi- 
bility to see that the size and scope of our urban renewal program is large enough 
to eliminate blight from all of our cities, to make our cities attractive places in 
which to live, and to guarantee every American a decent home in a good 
neighborhood. 

I am sure that this knowledgeable committee is as aware as I am of the general 
urban problems which confront us. Let me therefore speak specifically to those 
legislative areas where I believe your consideration and action can be of greatest 
benefit. 

The U.S. Conference of Mayors strongly supports the expansion and refinement 
of the title I urban renewal program. A survey conducted jointly by the U.S. 
Conference of Mayors and the American Municipal Association in January of 
this year indicated that local governments were prepared to make application 
for capital grants in excess of $763 million for 1960, and are prepared to absorb 
over $600 million annually for the next 10 years. 

At our current rate the elimination or rehabilitation of substandard housing 
under urban renewal has been so slow that there would be little hope of blight- 
free cities. To date an average of less than 10,000 units per year has been 
cleared. I would therefore like to recommend that a 10-year, $600-million-a-year 
program of Federal grants-in-aid be authorized. 

I would like to place heavy emphasis on the importance of a long-term pro- 
gram. Realistic planning of a continuing comprehensive program and budgeting 
of matching funds for that program cannot be done without long-term commit- 
ments. Once a total appropriation for a 10-year period has been made, there 
should be enough flexibility so that complete commitments can be made to projects 
without danger of annual cutoffs. 

It should also be possible to undertake large projects by States; otherwise, 
projects involving large total sums which by their nature should be carried out 
over a longtime period might be broken into less logical pieces (treating each 
piece as a separate project in order to permit work on several projects to progress 
at the same time). 

A few moments ago I spoke of Philadelphia’s comprehensive plan and the 
possibility of seeing its realization within 40 years. Although we shall do 
everything within our power to increase the local funds available to this 
program to accelerate that disheartening schedule, we believe that the Federal 
share of urban renewal should be increased. 

Only 10 percent of the present tax dollar assessed the residents of Phila- 
delphia remains in the city. More than 75 percent of the tax dollar goes to 
the Federal Government. Consequently, it seems only logical that our city 
should look to the Federal Government to carry a heavier share of the cost 
of urban renewal. I would therefore like to urge that the Federal participa- 
tion in urban renewal be increased from two-thirds to four-fifths. 

Since the Housing Act of 1954, and in the city of Philadelphia even prior 
to that time, local urban renewal programs have emphasized conservation 
and blight prevention where neighborhoods could be saved. One of the tools 
upon which we have relied is section 220 FHA mortgage insurance for re- 
habilitating existing houses. 

The record 6 years later is a dismal one. Only a handful of houses have 
been rehabilitated under this program and most cities are discouraged by the 
results. In Philadelphia, despite the pledged cooperation of the city’s leading 
civic organizations and all of its banks, both commercial and saving, we have 
been successful in obtaining only one such loan. 

Although the regional FHA office and FHA officials in Washington have 
attempted to work out this problem with us and are still trying, 3 years have 
gone by and property owners in the urban renewal areas are discouraged because 
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of the difficulties involved. Unless special attention is given to the rehabilitation 
problem, the intent of Congress to encourage the saving of buildings wherever 
possible will not be realized. 

An undoubtedly helpful step would be to have an Assistant Commissioner 
for Urban Renewal created within the Federal Housing Administration. Con- 
gress in its legislative findings should point out that 220 rehabilitation can be 
made to work if FHA gives it the special attention it needs and shares with 
its sister agency in the Federal Government, the Urban Renewal Administra- 
tion, and with local communities, the belief that higher property values will 
be achieved through the overall urban renewal program. When these higher 
valuations are recognized, FHA can then provide loans at terms consistent with 
the needs of preperty owners in these older but still sound neighborhoods. 

Although Congress went a long way in the Housing Act of 1959 in straight- 
ening out many of the problems and providing new features such as advance 
acquisition, which we are already finding helpful, other improvements in the 
urban renewal program would also be helpful. 

I would like to call your attention to strengthening section 122 of the 1959 
Housing Act, which pertains to allowing credit for acquisition by higher edu- 
cational institutions of property in and near urban renewal areas. We support 
Senator Clark’s bill S. 3458, and the provision introduced by Congressman 
Rains in H.R. 12153, which extend this provision to hospitals. 

Also we are seeking credit for such expenditures, on behalf of colleges and 
universities made by State agencies such as the General State Authority in 
Pennsylvania. Instead of direct legislative grants to the Commonwealth, schools 
of higher education in Pennsylvania use the general State authority to pur- 
chase properties for their use. We urge that such expenditures be recognized 
as credits under section 112. 

We in Philadelphia have also been handicapped in that the URA has not 
permitted conservation type programs in neighborhoods which have a minimum 
of blight, namely less than 20 percent of buildings with structural or living 
deficiencies. Here again legislative findings by you certainly could be helpful 
in eliminating this rigid approach which denies cities an opportunity to get rid 
of blight in its early stages. Such prevention is a moneysaver in that it will 
permit restoring buildings in neighborhoods without the heavy expenses of 
clearance. 

Unless families can be adequately relocated from our urban renewal areas, 
the entire program will be slowed down. Our experience shows that relocation 
payments have considerably helped many families, and made the transistion 
to new and better housing an easier one. For some of the smaller businesses, 
the current allocation of $2,000 is adequate to cover the moving expenses. But 
we still find there are many cases for which the moving expenses of businesses 
are greater than the current allotment permits. 

I therefore recommend that there be no ceiling on moving expenses for busi- 
nesses. Certainly a business is entitled to reimbursement up to its total cost 
of moving expenses. 

This provision is included in a bill introduced by Congressman Rains (H.R. 
12152). The bill also provides for special assistance to be given to displaced 
businesses so that they can relocate with a minimum of hardship. This includes 
special loans t6é small businessmen at 3 percent for periods up to 20 years, 
through the Small Business Administration, priorities for locating in com- 
merical sectors 6f renewal areas, the full-time staff in local public agencies re- 
sponsible for relocation of business concerns. These steps could go a long 
way in easing the burden. 

In addition I would like to urge that Congress give consideration to reim- 
bursing small businessmen, such as the neighborhood drugstore, for the loss of 
goodwill and customers. Although we in Philadelphia have not received much 
support for this position from other cities, we believe that there is a serious 
hardship that deserves relief when government takes away from a neighborhood 
shopkeeper his investment in goodwill, established clientele, and reputation, 
and is unable to guarantee him successful relocation where competition is not 
already established. 

For displaced families the key difficulty has been the lack of suitable hous- 
ing at prices in line with the income of the household. Aside from low-rent 
public housing, which is in limited supply, there is not an adequate supply of 
decent shelter for lower income and middle income groups. In this regard sec- 
tion 221 of the Housing Act has been of only limited usefulness. 
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The price of new houses in high cost areas like Philadelphia places such 221 
new homes out of the reach of many of our displaced families. When the 221 
program is applied to used houses, we run into the conservative FHA approach 
to valuations, which has greatly limited its usefulness. 

A real possibility in meeting this problem presents itself in H.R. 12152. This 
bill calls for mortgage loans to nonprofit groups for rental housing at terms of 
2 percent and up to 60 years. Such mortgage terms can realistically bring 
housing costs down to the level of many displaced families now finding difficulty 
in relocating. 

It would be helpful if this provision could include existing as well as new 
construction, because in built-up cities there is little remaining vacant land on 
which to build, and slum clearance projects frequently call for other than res- 
idential uses. I would hope that at least one-quarter of a billion dollars be 
placed in the revolving fund set up by this bill. 

May I take this opportunity to state on behalf of the U.S. Conference of 
Mayors as well as myself a strong commendation for Congressman Rains for 
facing up to the relocation problem in this bold and direct way. We mayors 
are particularly sensitive to the fact that unless we can alleviate the hardship 
caused by displacement, the entire program is in danger. The approach proposed 
by Congressman Rains is an excellent one and is fully deserving of our firm 
support. 

Although the problem of persons displaced by the Federal highway program 
may be more suitably dealt with in another legislative context, we must not 
lose sight of the fact that the highway and renewal programs must be coordi- 
nated. The displacement of persons from the highway program is so great 
that, if aids similar to those given for urban renewal are not provided, our 
overall housing problems will be greatly increased. 

Public housing has a major and important function to serve today. The ad- 
ministration would contend that the current authorizations for units are not 
being used, indicating that cities do not desire public housing, or that there 
is no need for public housing. 

When one examines the long list of people waiting for public housing, such as 
we have in Philadelphia, one must think of these lists not in terms of sheets of 
paper and ecards, but instead in terms of families with 5, 6, or 10 children, who 
find that the only apartments available are one- and two-bedroom apartments 
which will not accept children; and in terms of the elderly who live on a small 
pension or social security, and who find that even by budgeting themselves to 
two meals a day, they can’t save enough extra money for adequate housing. 

Examination of our relocation load in Philadelphia shows that the majority 
of families from title I areas, from highway displacement, and from code in- 
spection displacements (where units are found to be unfit for human habita- 
tion) are eligible for public housing, but the units aren’t available. Unfortu- 
nately, the lack of units frequently slows down the relocation process and thus 
slows down the entire renewal effort. 

What has happened is that cities are faced with the tantalizing authorization 
for additional public housing, but are frustrated in their attempts to utilize this 
authorization due to the current regulations and rigidity of the program. 

I am convinced that there is an urgent need and demand for more public 
housing. I therefore urge that the approximately 100,000 remaining units 
from the 810,000 initially specified in the Housing Act of 1949 should be restored 
and maintained to serve as an available resource to local communities. 

These units should remain permanently available until used up. Year by 
year authorizations cause delay, bring ahout unnecessary changes of procedure 
and make coordination with an overall urban renewal program almost im- 
possible. We have found that there is necessity for leadtime to properly plan 
and process applications. Our experience shows that at least 6 months is needed 
from the time an application is made until an annual contributions contract is 
completed. 

Although the public housing program has encouraged new projects, such as 
rehabilitating existing homes, as we are now doing in Philadelphia, far more 
has to be done to overcome the logjam. The most crucial change needed is to 
eliminate the arbitrary $17,000 cost ceiling imposed by the Public Housing 
Administration. 

We recognize that there should be limits on construction costs of public 
housing, and there should be no frills or luxuries associated with the projects. 
We do object to an overall $17.000 ceiling, because it includes land costs in 
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addition to construction. It is extremely expensive to acquire properties in 
rundown areas, because in nearly every instance we will find commercial and 
industrial buildings alongside of the residential slums. 

The $17,000 ceiling restricts and, in a city like Philadelphia, almost makes 
prohibitive public housing on slum lands. We cannot rely on urban renewal 
writedown because, first, the redevelopment program is limited, and second, all 
of the land has to provide for a balance of residential types. One of the most 
important things that Congress can do, therefore, is to call for the elimination 
of any ceiling on land costs. 

To impart a greater flexibility to the use of the low-rent public housing pro- 
gram in meeting changing conditions, we urge that permissive authority be 
granted to local public agencies to sell or lease low-rent dwelling units to over- 
income public housing tenants where this is feasible. These sales may be to 
individuals or to cooperatives. Proceeds from such sales will be utilized to 
replace the units removed from low-rent use where the need continues to exist. 

It is also recommended that local public agencies will permit overincome 
tenants to remain in occupancy where it determines that it is impossible for the 
family to rent or buy a decent private dwelling, provided an unsubsidized rent is 
paid. 

Over the years Congress had adopted legislation aimed at expanding the new 
housing program for families in the middle-income range. None of this legisla- 
tion, however, has gone far enough to meet adequately the shelter needs of those 
familiar in the lower-middle-income group, particularly households just beyond 
eligibility for public housing. 

On the one hand, therefore, we support provisions in a number of bills now 
pending before Congress designed to continue and strengthen existing programs, 
while on the other hand we urge that new approaches be taken in order to give 
all families an opportunity for decent shelter. 

We support the $4 million increase in the general insurance authorization 
for FHA and continuation of the property improvement loan program scheduled 
to expire on October 1 of this year. We believe it would be helpful to increase 
the maximum loan maturity from 30 to 35 years, and to 40 years in “hardship” 
cases. Reduction in FHA insurance premiums should also prove helpful. 

In connection with the Federal National Mortgage Association, we are be- 
hind the proposal to make par purchase a mandatory permanent feature of the 
special assistance program. We also endorse the providing of additional funds 
to FNMA for urban renewal housing and cooperative housing, as well as limits on 
FNMA fees and charges. 

In addition to all of these worthwhile measures, it appears to me that the time 
has come for Congress to consider seriously, legislation in which the direct lend- 
ing powers of government are used to encourage construction of new homes for 
our lower middle-income groups. An important step in this direction is the 
bill introduced by Senators Javits and Clark (S. 1342), which makes available 
such loan terms at reasonable interest rates. The increase in rates and the 
tightening of the money market have made many of the previous congressional 
programs ineffective in terms of helping our middle-income families. Other 
approaches along these lines deserve your sympathetic consideration. 

The country is eagerly awaiting the trying out of section 231, designed to 
provide housing for the elderly. Although we recognize that none of the 850 
million authorization for direct loans for this purpose has as yet been appro- 
priated, it would still be helpful if the fund were increased to the $150 million 
originally sought. It is also recommended that where loans are made to non- 
profit organizations, they be 100 percent loans repayable in 60 years. 

I particularly want to make a plea that our cities, our urban areas, and all 
the people who live in them, be properly represented in the administrative arm 
of our Government through the establishment of a Department of Housing and 
Metropolitan Affairs. We have previously testified to the need for balancing the 
authority of different agencies and of insuring the HHFA adequate and genuine 
authority to pull all the agencies together. 

I would like to take this opportunity to state that the creation of a new 
executive department could well be the solution to these many administrative 
problems. Certainly the importance of the field warrants Cabinet-level status. 
The establishment of a Cabinet post for Urban Affairs should prevent the 
complete and irresponsible disregard for urban and housing problems demon- 
strated by our present Chief Executive. 

Again, Mr. Chairman, I wish to thank the members of this committee for 
giving me an opportunity to present Philadelphia’s views as well as those of 
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the U.S. Conference of Mayors on these vital issues. The American urban 
population is fortunate to have you gentlemen giving their problems such 
careful consideration. 

Mr. Rarns. Thank you, Mayor Dilworth, for a very fine statement. 

I have two or three questions I want to ask, and i will begin first 
with what you had to say last. 

There is in this bill, which is a kind of trial-run bill to see what 
we can come up with, a section that would set up a Department of 
Housing and Urban Affairs, with a Secretary. 

I recognize the fact that jurisdictionwise that section possibly be- 
longs in another committee. As a matter of fact, I have a bill of 
my own pending before the Committee on Government Operations, 
and hearings have been held on it. 

More than anything else, we put the section in this bill hoping to 
spotlight the very real need which you have eloquently pointed up. 

So I am hoping somewhere, either in this bill or in the Govern- 
ment Operations Committee, we will be able to get some action. 

Now, while it is true that people have been talking about this for 
many years, it seems that only in the last 2 or 3 years up here has the 
idea begun to pick up momentum and be really seriously talked about. 
It took many years—I don’t know how many—to get the Secretary 
of Health, Education, and Welfare as a Cabinet position. It may 
take many years for this, but I want to thank you for putting your 
finger on what I think everybody will have to admit is a very urgent 
need, for somebody at the top Cabinet level to be able to speak direct 
to the President concerning the many and varied problems of urban 
government. 

So we are going to give it a thorough study. You have certainly 
helped its cause here today. 

Mayor Ditworrn. Thank you. 

Mr. Ratns. You placed in the record, as you started, the resolution 
adopted by the U.S. Conference of Mayors at its recent meeting 
favoring a long-term, high-level commitment of funds for urban 
renewal. I was out there and talked to a great many mayors myself, 
and I will ask you this question. 

(The resolution referred to follows :) 
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RESOLUTION ADOPTED BY 1960 ANNUAL CONFERENCE U.S. CONFERENCE OF Mayors, 
CHICAGO, ILL., Fripay, May 13, 1960 


URBAN REDEVELOPMENT 


Whereas the redevelopment of the blighted and deteriorating sections of 
American cities is vital to the welfare and prosperity of the entire Nation; 

Whereas two-thirds of the people of the Nation live in metropolitan areas; 

Whereas more than 400 cities throughout the country have undertaken or are 
planning redevelopment programs to meet the challenging need for housing, 
community facilities, commerce, and industry; 

Whereas the domestic expenditure of the Federal Government for assistance 
to and development of cities of our country has failed to recognize that ours is 
now an urban civilization ; 

Whereas surveys of the mayors of the United States conducted in 1959 and 
1960 demonstrated that $600 million in Federal grants annually over the next 
10 years is urgently needed in urban renewal activities ; 

Whereas present laws provide but half the Federal funds needed in the fiscal 
years 1960 and 1961; 

Whereas the uncertainties growing out of the inadequate level of funds 
and short-term, 1- or 2-year, extensions of the Federal law disrupt orderly local 
planning and cause inconvenience and waste: Now, therefore, be it 
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Resolved by the United States Conference of Mayors, That the Congress of the 
United States and the President recognize the imperative need for urban re- 
newal and housing legislation, and further, that the Congress insist that any 
extension of guarantees in the private housing market also include provision 
for urban renewal and low-rent public housing to meet this imperative need. 

Mr. Rats. Did that resolution have support from Republican may- 
ors and Democratic mayors and Independent mayors? 

Mayor Ditworrn. It was absolutely unanimous. It wasn’t the 
usual unanimous vote. We had on the floor the morning this was 
voted on over 400 mayors, I would say. 

Mr. Rarns. Does the urban renewal program—and you have a good 
one going in your city—does the urban renewal program in your city 
have the support of the business leaders in your city ¢ 

Mayor Diiworrn. It has had the complete support of our fine 
business and civic leaders and good education, cooperation, and work 
by our city government. 

On all of the big projects we have had we have been able to get 
about $10 of private investment for every dollar of Federal or city 
tax money, and at the present moment the actual plans are there 
for the improvement of our real center city area that includes—it is 
a compressed area—about 20 square blocks there. 

We have our business buildings, our stores, our theaters, our hotels, 
ou principal apartment houses, actually the principal universities, 
the hospitals are in there, a program that will call for a minimum 
expenditure in the next 10 years of at least a half billion dollars 
that could go to a billion dollars if the proper kind of urban renewal 
programs with real continuity are enacted by the Congress. 

Mr. Rains. You regard continuity, the certainty that the program 
will continue, of utmost importance to the carrying out of these 
programs? 

Mayor Ditwortn. It is of utmost importance. It is the first thing 
the banks discuss: What assurance do we have of continuity ? 

Mr. Rarns. You mentioned the impossibility of building on slum- 
land. 

Last year, in the 1959 bill, we put in the provision which allowed tax 
exemption to go toward the one-third contribution of the cities to 
help this site problem. 

tent that amendment of any benefit to you in trying to solve that ? 

Mayor Ditworrn. It hasn’t been on that, sir. We feel that the 
$17,000 figure should be abolished and it should be broken down in 
two. There could perfectly reasonably be a ceiling put on the utilities 
that go in and the cost of the actual building, but there shouldn’t be 
a ceiling on the land cost. 

Mr. Ratns. I would like to ask more questions, but I am going to 
yield, and I think I should yield first to Mr. Barrett of Philadelphia. 

Mr. Barrett. 

Mr. Barretr. Mr. Chairman, I would like to ask the mayor a few 
questions. 

The relocation provisions called for in Congressman Rains’ bill, 
namely, the Relocation Assistance Act, Philadelphia’s current pro- 
gram—— 

Mayor Diiworrn. It would be a tremendous help. We had one 
of our really important redevelopment projects held up for almost a 
year. 
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People are very human, naturally, and these were human interest 
stories, and the newspapers picked them up, and the fact that you 
had five real old businesses, decent businesses that had built them- 
selves up, and the problems in which they found themselves: One 
was a printing industry, a small printing industry, and its moving 
ran into in excess of $30,000, which it just didn’t have, and in addition 
to that, it had to move out of the area in which it had built up its 
business for all of these years. 

And we had some neighborhood business. We had one barber, 
grandfather-father-to-son, 75 years in this one location. Of course 
their moving costs weren’t so high, but their problem was getting set 
up in a new neighborhood and making any money, so a long-term, low- 
interest loan would have tided them over in that case. They weren’t 
involved in moving costs, but you have one or the other, and they 
hold you up very seriously, and should in many projects, because 
these are things that the public picks up and that engender a lot of 
feeling against urban renewal. 

Everybody recognizes that urban renewal is vitally essential to any 
city, and without it we would be absolutely lost. But you hear more 
and more people say, “Yes, we have got to have it, but, gosh, it really 
is an inhuman program.” And the way it has worked out in the past, 
very frequently that has been almost the case. 

Mr. Barrerr. Mr. Mayor, you mentioned several of these, and I 
would like to ask you a few more questions. 

You mentioned Philadelphia’s program for rehabilitating existing 
homes for the use of public housing. 

Would you tell the committee how the program is now progressing. 

Mayor Ditworrn. If I could spend a moment on that: 

Out in west Philadelphia—and you were one of the men who was 
so helpful in getting this started—we have a 12-square-block area, 
and here the Housing Administration was extremely cooperative with 
us, permitted us to try this experiment. We go into these blocks out 
there. They are just starting to turn bad, where there are three or 
four houses that are the real sore spots and are up for condemnation 
in some form or another, or foreclosure, and the Public Housing Ad- 
ministration has permitted us to purchase those homes, restore them 
to their minimum condition for occupancy, and we do it on condition 
that 70 percent of the homeowners in that block will enter into a re- 
habilitation program, and the rest of it doesn’t involve any Federal 
money. 

The banks and savings banks have formed a $2 million loan pool, 
a very low interest, long-term loan pool, on which they will make 
no profit, but they are doing it on the basis that it is essential to keep 
up the city, and they should contribute toward that. And it is per- 
fectly astonishing what has been done in those blocks. About five 
have been completed so far, but just being able to come in there, buy 
up these sore-spot houses; we assure them that the pattern of the resi- 
dences in the area will be maintained, and now it is spreading like 
wildfire; all of the blocks around them want to get in on it and go 
ahead. 

It is a wonderful pump primer. The only Federal money that 
goes in there is to purchase these houses and put them back into 
minimum shape. 
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That is a big thing. The average Philadelphia block is 600 feet 
square and involves about a hundred houses; so for three or four 
houses, we get a total of a hundred houses restored, the yards, and 
everything else. 

We move in there and show them how to put little gardens in. tear 
down these horrible wooden fences; they have to put up these mesh- 
wire fences. 

It has been extraordinarily helpful. 

Mr. Barrerr. Mr. Mayor, as you know, $300 million will become 
available for urban renewal as of July 1, 1960. 

Why do you consider this amount inadequ: ite to meet the fiscal needs 
of 1961? 

Mayor Ditworrn. This fine survey that we put on the record here 
that was made jointly by the U.S. conference of mayors and the 
American Municipal Association shows bona fide needs just this year 
alone of over $700 million on the part of, I think it is 280-some cities. 

Mr. Barrerr. Let me ask you another question then, Mr. Chairman, 
I will yield to the other members. 

I know of your many visits to Washington on behalf of Philadel- 
phia’s renewal program. You have been given frequent opportuni- 
ties to observe the HHFA’s administrative setup and procedures. 

In what way do you feel the establishment of this Department of 
Urban Affairs can improve the relationship with the housing and the 
renewal agencies / 

Mayor Ditworrn. Well, [ think that last thing that I quoted from 
in here expresses 

Mr. Barrerr. You gave an overall picture of it, and I would like to 
know in what respect you think it would improve the relationship in 
the Philadelphia area. 

Mayor Dirworru. Well, I think it would improve it, Congressman, 
for every big city enormously because then you have got a cabinet offi- 
cer in your corner, just like the farmers can come down to the De- 
partment of Agriculture, if they are having difficulties, and any other 
Department, they have got a cabinet officer in their corner, and that 
means an awful lot. 

Mr. Barrerr. It gives greater accessibility to the people at the city 
levels ? 

Mayor Ditworrn. It opens doors that we can’t open. 

Mr. Barrerr. Thank you, Mr. Mayor. 

Mr. Ratns. Mr. Widnall. 

Mr. Wipnati. Mayor Dilworth, I think you have made a very in- 
teresting statement. 

I particularly liked what you said on page 2, where you suggested 
that Congress should undertake an evaluation of the entire urban re- 
newal program. 

I suggested that last year at the time we were taking up the omnibus 
housing bill. I am for urban renewal provisions myself and have 
sponsored urban renewal authorizations, Dut I do feel that there have 
been abuses. 

There are some constructive changes which should be made if we are 
going to obtain full value. 

I am a little bit disturbed, though, by the tenor of your remarks 
in that it seems you want to run to Washington for everything as 
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far as the cities are concerned. I think there could be a substantial 
saving by eliminating State government completely if we followed 
your line of thinking, because you seem to believe that by developing 
a new cabinet post down here, you are automatically going to have a 
_— of Federal funds to take care of everything up in Phila- 
delphia. 

Mayor Dirtwortu. No, sir, I don’t think that is the feeling on the 
part of any of the big cities or any of the cities. I think that any 
survey made into the situation will find that every city in the United 
States today, and I don’t know of any shirkers, I honestly don’t, 
are straining their resources to the absolute uttermost. 

But look at the position we are in, and particularly the larger cities, 
and due to the fact that we live under a system of government that 
was devised to take care of England in Queen Elizabeth’s time and 
is a pretty rough one to live under today when you are a big city. 

What happens? 

Right away your wealthier people move out. They first moved out 
about 4 miles. Then the middle-income people, as the automobile 
came along, moved in there and disturbed them. They moved out 
further. They move into communities where they have their own 
little tax setup and their own problems. 

That leaves in the cities, more and more, all of the low-income 
groups and problems that they bring with them. 

In the city of Philadelphia today our average income of an indi- 
vidual citizen of Philadelphia is very little higher than it was 35 years 
ago, whereas, in the very wealthy suburban counties that surround 
us, it has more than tripled. 

In addition to that, the fact that we are the melting pots and that 
we have to be the melting pots, we have to receive these people. We 
have got to make decent American citizens out of them. That is 
directly put on the shoulders of the cities. 

We are not complaining about it. We really glory in the challenge 
that it brings to us, but it enormously runs up our police costs, our 
health costs, our welfare costs, and all of those things. 

And also we are at the bottom of the totem pole on taxes. We are 
only allowed to levy such taxes as you know the States will let us levy. 
In our own city we only have two broad-base taxes we can levy, the 
real estate tax and a so-called wage tax on earned income. We are not 
allowed to tax unearned income. We are not allowed to tax the re- 
sources of corporations. Our tax sources are meager. We have in- 
creased our tax rates 35 percent in the past 8 years. We are asking 
for another increase next year. 

Our borrowing capacity is right up to the limit, and I think you 
will find that is the case in every city. 

Mr. Wipnatu. Some people seem to think we have an unlimited 
borrowing capacity as far as the Federal Government is concerned, 
and that we can endlessly run into debt and keep pyramiding it 
higher and higher and higher without paying the piper somewhere 
along the line. 

I know you are disturbed when you in a city reach a debt limit, and 
I am disturbed when the Federal Government reaches a debt limit. 

We receive criticism for having to go beyond our income and spend 
beyond our income and having to increase the debt limit and yet we 
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are subject to more and more pressures from people coming down here 
and asking for billions and billions of appropriations in one direction 
or another. 

What do you estimate are the ultimate needs ——— 

Mr. Apponiz10. Would the gentleman yield ¢ 

I just want to indicate for the record that we spend billions of 
dollars for foreign aid and think nothing of it, so certainly we should 
take care of these people at home, particularly in these urban areas 
where we have these tremendous problems. 

Mr. Wiwnatt. I would like to comment on that by just saying if 


you eliminate all foreign aid, you would still have these problems, but 
you wouldn’t have any whipping boy. 


Mr. Apponizio. I am just convinced that this country, as rich and 
as great as it is, can take care of both problems. 


Mr. Wipnatu. Well, I certainly hope that, but to get back to the 
testimony, Mayor: 
I have in front of me a program called the Democratic Programs 


for Action, and I see you are listed as vice chairman on the Advisory 
Committee for Urban-Suburban Problems. 


Are you familiar with the March 1960 report ? 
Mayor Ditworrn. Yes. 


This is Mayor Lee’s committee, the Democratic National—— 


Mr. Wipnatu. That is right. He is chairman, and you are vice 
chairman. 


On page 5 there is this statement : 


Negroes and other nonwhite Americans suffer from much worse housing condi- 
tions than the rest of their fellow citizens. In many cities in all sections of the 
country the only housing available for nonwhites is secondhand housing, for- 
merly occupied by nonwhites. The expansion of the nonwhite housing in these 
cities has been confined to older neighborhoods, older housing, overpricing on 
the limited number of dwellings available to nonwhites in rapidly aging neigh- 
borhoods, with very accelerated decay. 

The Negro and other nonwhites have been increasingly caught in a crushing 
vise largely fashioned and encouraged by Federal housing. Discrimination in 
new suburban housing projects in all sections of the country have received the 
tacit support of the FHA. 

The worst slums, which are largely occupied by minority groups, have been 
among the first to be cleared by slum clearance and highway programs. As 
a result, minority groups, particularly Negroes, have suffered far more than 
others from family displacement; the housing shortages which result and the 
lack of adequate relocation and low-rent housing programs, the vise becomes 
tighter. Nonwhite families are excluded from the suburbs and routed from 
the slums. The extra burden suffered by minority families makes especially 
urgent the expansion of low-rent and middle-income housing. Above all, there 
must be recognition of the right of every American to have freedom of oppor- 
tunity to choose a place to live and have equal opportunity to have access to a 
means of financing that choice. 


I am reading that because I want to refer to a section in this bill, 
section 202. 


Do you have a copy of the bill ? 
On page 6, it says: 


The total number of dwelling units in any rental housing project which may 
be constructed with assistance under this project, in or near any community, 
shall not exceed the aggregate number of such dwelling units which the Ad- 
ministrator from time to time determines will be needed for the relocation of 
low- and middle-income families who have been displaced by urban renewal and 
slum clearance activities and who would desire to occupy and be able to rent 
dwellng accommodations in such projects, and the Administrator shall pre- 
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scribe and require compliance with, as a condition of such assistance, such 
procedures as in his judgment are necessary to secure to such families prefer- 
ence or priority of opportunity to rent such accommodations. 

Now, is that clause the answer to what is in the statement of the 
Democratic Advisory Council ? 

Mayor Ditworrn. In part. 

Mr. Wipnatt. It says nothing about nondiscrimination. 

Mayor Ditworru. Well, we live in a very practical world. 

Mr. Wipnatt. I often wonder, as far as practicality is concerned, 
how sincere advocates of nondiscrimination are, whereas in the recent 
housing bill we offered an amendment to eliminate discrimination, 
and it was voted down on a party line vote. 

Yet this is the announced policy of the Democratic Party. 

Mr. Appontzr1o. Will the gentleman yield there ? 

Mr. Wipnatu. I will yield. 

Mr. Apponizi1o. I think it was indicative when that particular vote 
came, the only reason the amendment was offered was to destroy the 
bill, and I think that the history of the Congress will show that the 
Republicans have often voted with the southern Democrats against 
mesures such as this. 

Mr. Ratns. Gentlemen, I wish we could stick with the bill, instead 
of getting off into politics. 

We have been here long enough to know what those amendments 
are about, and there is nobody fooling anybody. So if it is all right 
with the members, let’s stick with the legislation and make those 
speeches on the floor where they can print them. 

Mr. Wipnatt. Mr. Chairman, I hope they will take this out of my 
remarks and print them some other place. 

Mr. Rarns. Make them on the floor and they will be sure to print 
them. 

Mr. Wipnatt. In the section referred to it says actually the eligible 
will be those who have been displaced by urban renewal and slum 
clearance. 

Now, there is no limitation at all as to your eligibility there. If you 
have at any time been displaced, you would be eligible. There would 
be no priorities. Isn’t that so? 

Mayor Dinwortn. I don’t know, sir. 

As to the specific interpretation, I wouldn’t be in a position—I am 
not that familiar with the legislation. 

Mr. Rarns. The intention of the section is very clear: That any- 
body who is displaced is entitled to have a priority. The people we 
are trying to take care of are the people the Government has thrown 
out of house and home. They would be entitled to priority. 

I don’t see anything wrong with giving these people first. priority. 

Mr. Wipna.t. This is completely understood. But this would be 
carried back to other projects where people haven’t been taken care of, 
and you wouldn’t, under this, have the ability to use the new housing 
to take care of those who are being immediately displaced. 

Mayor Ditworrn. That hasn’t been our experience. Those who are 
ble-—- 

Mr. Wipnatt. I am just asking what this says. 

Mayor Diwortn. Well, our experience has been—and I think 
these things all have to be based on what experience has shown 
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Mr. Barrerr. Mr. Chairman, will the gentleman yield for a 
moment? The mayor didn’t write this bill. This bill was written 
by the committee staff. You’re asking him to interpret the language 
of the members of the staff. I think that is most unfair. 

The question is obviously answered in the section. —The man who is 
eligible and gets priority is the man who cannot relocate anyplace 
else; and when he cannot relocate anyplace else, then they give him 
consideration in these homes. 

Mr. Wipnauu. Mr. Chairman, I had understood that Mayor Dil- 
worth was testifying as a spokesman for all of the mayors of the 
United States, the Conference of Mayors, and as the mayor of a great 
city that has had to meet some of these problems. I understood he 
was testifying as an expert. 

Mr. Rains. Well, I suggest that the gentleman make his question 
intelligible, then, and the mayor can answer it. I know what you are 
driving at, but you are not asking him the direct question. I believe 
he can answer it if you will just ask it. 

Mr. Winatu. Under the terminology in this section, wouldn’t 
people, displaced years ago, be eligible for any of these projects ? 

Mayor Ditworrn. Anybody who has been displaced, and those 
first displaced should get the first crack at it. 

Our experience is that anybody who can get his own housing, pos- 
sibly, does it. You hear all of the talk about people who come into 
the cities to search for all of these handouts and free stuff. There 
is very little of that. It is an absolute minimum. 

I think the people who live in cities are just as rugged individualists 
as the people who live anyplace else, and any of them that can get 
their own housing, can afford their own housing, do it. 

We are just as proud, people who live in the cities, as Americans 
who live anyplace else. ‘That is my strong feeling, and I have lived 
all my life in big cities. 

Mr. Wipnatu. Mayor, what do you estimate 

Mr. Barrerr. Would you yield? 

May I ask a question ? 

Mr. Wipna.. Yes; I will yield. 

Mr. Barrerr. Isn’t it true that those people in public housing move 
into a new location or a new home, if possible, when they have ob- 
tained the necessary funds? 

Mayor Ditworrn. Congressman, we have been very encouraged in 
that respect. 

There is a complete turnover every 5 years. The average length 
of stay of families in public housing is a 5-year stay, and it is con- 
stantly coming down. First it was longer. It is constantly coming 
down. 

As I say, I think the average American, including the Americans 
who live in the big cities, in the lowest income groups, they are proud 
people; they don’t want to live in public housing unless they have to. 
I honestly believe that. 

Mr. Wipnatt. What do you estimate are the total needs for Phila- 
delphia in urban renewal; do you have any estimate? 

Mayor Ditwortu. Yes, sir. 

Mr. Wipnatu. Moneywise. 
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Mayor Du.wortH. We have just completed our comprehensive plan ; 

5 years; spent $2 million on it; the first city to make a complete com- 
rehensive plan for the complete redevelopment of the whole city and 
or the next 50 years. 

For urban renewal, our needs are about $1,200 million for Philadel- 
phia alone. 

Mr. Wipnatk. And you are trying to meet that need within the 
next 5 years? 

Mayor Ditwortu. No, sir. At the present rate of Federal aid, it 
would take us 40 years, and our present rate of capital expenditures. 
We are putting in capital funds every year into our whole renewal 
program in every form. That includes water, sewers, libraries—all of 
those things. e are spending $60 million a year in capital funds. 

Our budget in the last 12 years has very nearly doubled, our cur- 
rent operating budget. We are really straining our resources, as is 
every other city, to the limit, pattiodieaty when we have so few tax 
resources and such a low tax base. We are bringing in industry. 
Last year, for the first time in 30 years, we were able to bring in more 
industrial jobs into the city than we lost. Weare spending great sums 
on that, and to show the confidence that business has in the city, the 
chamber of commerce, the only big city where it has happened, has 
entered into a partnership with us: they pay half of the bill, which is 
half a million dollars a year, for industrial development. We have 
set aside about 2,000 acre tracts just as a purely industrial park. We 
are picking up 20-, 30-, 40-acre tracts all over, wherever wecan. That 
is a strain on us. 

We are picking up what little waterfront property there is left, be- 
because we are a great harbor city, surrounded by two rivers, and I 
think you can’t reiterate too often that every city is doing everything 
it can to help itself. 

Mr. Ratns. May I suggest to the members that the mayor is long 
past due over on the Senate side. I hope you will keep your questions 
as brief as possible. 

Mr. Wwnatt. Mayor Dilworth, I noticed in the submitted table the 
Maryland figures were omitted. 

Why is it requested that the figures not be shown ? 

Maryland includes Baltimore, and Mayor Dellesandro testified be- 
fore the committee a couple of years ago, and he said Maryland needed 
$900 million just for Baltimore. 

Mayor Ditwortu. I really don’t know the reason for that. Maybe 
Baltimore wants to spring a surprise on the State legislature. I 
honestly don’t know the reason. 

Mr. Wipnat. That is all. 

Thank you. 

Mr. Rats. Did you havea question, Mr. Addonizio? 

Mr. Appon1zi0. Mr. Chairman, of course, I want to compliment the 
mayor on a very fine statement. I subscribe to everything you say. 

ossibly it is because I represent an urban area and Mr. Widnall 
represents an area that is not as urban as mine. 

I would like to point out that I think the fact that there are 750 
million dollars’ worth of Tene on file for urban renewal is 
ample proof of the need of this program, and we are presently going 
to spend only $300 million in the next fiscal year. 
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Now this administration has constantly suggested that the Federal 
share of urban renewal grants should be reduced, and I know that 
pe have recommended that it be increased from two-thirds to four- 

hs. 

Of course, I take the view that the administration’s view is com- 
pletely unrealistic. 

Once and for all, do you think that the cities could pay a larger 
percentage of urban renewal costs ¢ 

Mayor Ditworru. I think it is absolutely clear, Congressman Ad- 
donizio, that they can’t. 

My own personal view is it ought to go to 75 percent Federal con- 
tribution as against 25 percent city contribution. 

ane, Apponi1410. How about the States, could they pay a larger 
share ¢ 

Mayor Ditworrn. There is no use fooling ourselves on that. The 
State legislatures are rurally dominated; part of that is the city’s 
fault, but we are faced with that. 

Secondly, the competition between the States is so intense that you 
are never going to get any of the States to put in a great social pro- 
gram, because if they do, they immediately get slaughtered. 

We are a great industrial State. We are surrounded by great in- 
dustrial States. In the mid-1930’s we tried just that, and we have 
been suffering from it ever since and have just gotten back to the 
point where we are competitive with the States around us. 

Any State which attempts a great social program and imposes the 
taxes necessary, immediately loses its tax because the great part of 
industry that pays these big taxes is industry scattered all over the 
country, say a Detroit automobile manufacturer; he doesn’t care about 
a social program in Pennsylvania, and you can’t blame him for it. 
He is going to put up his big branch factories wherever he gets the 
best. tax break, and the result is you have that very serious situation 
so that no State can undertake one of these enormous programs and 
no State will. 

Mr. Apponizi1o. On the question of public housing, you have advo- 
cated that this $17,000 per unit limitation be removed. You sug- 
gested that there be no ceiling. 

Mayor Ditworrn. Ceiling on the utilities and the building cost, 
I think there should be, but no ceiling on the actual land price. 

Mr. Apponizio. That is the big problem. The land cost in the 
cities is so high. 

Mayor Ditworrnu. That is right, sir. 

Mr. Apponizio. For example, we have to build these public housing 
units usually in areas where there are slums and crowded conditions, 
and we can’t move them out to the residential areas because of the 
great. objections of other people who reside in those areas. 

Mayor Ditwortn. It is practically armed rebellion. 

Mr. Apponizio. I think you have made a fine statement. I con- 
gratulate you. 
~ Mr. Wipnatn. Would the gentleman yield ? 

Mr. Apponiz1o0. I would be happy to yield. 

Mr. Wiwnatt. Why is the land cost so expensive in a slum area that 
is a blighted area? 

Mayor Ditworrn. It is tremendous. 
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The value of an acre in our worst slum areas runs to fifty or sixty 
thousand dollars, sometimes more, because that is the most congested 
part of the city, and we can’t get an acre there for less than fifty, 
sixty, sometimes seventy-five thousand dollars. 

Mr. Wipnatt. Are you getting taxes out of that property based 
upon its worth ? 

Mayor Ditworrn. Yes. 

Mr. Wripna.t. So there are profits in slums. 

Mayor Dr.worru. There is no question about that, and you also 
have factories scattered through there, broken-down factories. 

Mr. Derwinskr. Mr. Mayor, do you in principle accept what we 
generally refer to as home rule for municipalities ? 

Mayor Ditworru. It all depends on what you are after. 

I don’t mean to be flip. That is the fact of life. You take in the 
old days your conservatives were all in favor of a strong central gov- 
ernment. Now I suddenly see those same gentlemen who used to say 
States rights was for the birds getting up at chamber of commerce 
dinners and talking about States rights as though they were the orig- 
inal Thomas Jefferson. 

It depends on whose ox is gored as to how far you are for home rule 
and how far you aren’t. 

One of the realities of the situation is you gentlemen have the tax 
money. You have no intention of yielding a dime of it, and I don’t 
blame you. After 4 years of negotiations between the Secretary of 
the Treasury and the governments of the States, where there was to be 
a reapportionment of taxes so the States could be returned to what 
was described as their former power and individuality, what did 
the Federal Government offer them? It offered to return to them 
taxes on poolrooms, billiard halls, and one or two things like that. 

You cannot maintain a great urban program on taxes on billiard 
halls and poolrooms. 

Mr. Derwinsktr. Mr. Mayor, I think you will find, if you check 
the record of Congress, that the self-styled liberals are the ones who 
oppose decentralization of government. 

I think you could broadly classify yourself in that category, if I 
may place you there. 

he reason I mention home rule is I mention Chicago. I have one 
thing in common with Mr. Addonizio: We represent urban areas, but 
I do not share his opinion fully. Mayor Daley of Chicago is a firm 
advocate of home rule. 

Along with returning tax powers to the States, we should return 
administrative obligations. 

Would you accept that ? 

Mayor Dinworrn. They have a right of setting minimum stand- 
ards. 

Mr. Derwinskt. That isn’t my question. 

If we return the tax dollars to the local communities, will you 
accept, with the tax dollars, the administrative functions which may 
be transferred with them for certain specific programs ? 

Mayor Drwortn. Seriously, I wouldn’t know how to answer that, 
because it isn’t going to happen. 

It is hard to answer a question on something that is never going 
to happen. 
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Mr. Derwinski. Would you like to have it happen ? 

Mayor Ditworrn. Well, it isn’t going to happen. It can’t as long 
as the cold war goes on. The Federal Government isn’t going to 
yield any taxes. The States won’t yield anything to the cities. It 
is the other way around. The States are constantly hard pressed. 
The squeeze is put on the cities by the States more and more each year, 
so it isn’t going to happen. 

Mr. Derwinskt All right, let’s drop that subject then. 

The problem of slums: Is there any possibility that municipalities 
across the country could attack the problem before the slums develop ? 

Mayor Ditworrn. Well, again you have what is past. The great 
cities, including Chicago, grew up like Topsy with no planning, no 
thought. I don’t deny for one moment that the governments of the 
cities were at one time very corrupt. But business was equally that 
way. They simply exploited the cities. Nobody gave thought to 
planning. It wasn’t until the depressions. Today I would say, by 
and large, your cities are very well governed, and I would say today 
your business and civic interests in the cities are more enlightened 
than business and civic interests anywhere and are all pitching in to 
try to correct the faults of almost a hundred years, and that is what 
we are faced with. We are not faced with a theory. We are faced 
with a condition. 

Mr. Derwinskt. I don’t see it here in your testimony, but you must 
have elaborated a bit. 

You objected to the provisions in numerous programs whereby your 
city council can authorize location of projects. 

What is your specific objection to your city’s council’s need for 
approving locations ? 

Mayor Ditworrn. That is like putting an amendment into the 
housing bill that there be segregation. That is just designed to kill 
a bill in the House or Senate of the United States. 

Simply, any such regulation put in here is meant to kill housing, 
because there will always be tremendous pressure groups in any 
councilman’s district, and he yells bloody murder and then he runs 
to the others—I don’t blame him. I would do the same thing if I was 
a district councilman—he runs to the others and says, “This may 
happen to you next, so will you please all stand with me and keep 
housing out of my district ?” 

On the other hand, councilmen as a whole want public housing, 
and if they are not specifically put on the spot, they still have to pass 
financial legislation; in other words, the utilities and all that have to 
be paid for, and they have to pass the ordinances for that, and that 
they are perfectly willing to do, but they do not like these marching 
groups of pressure people who come in to oppose public housing. 

In any city, there is no sage about it, our newspapers, everybody 
is for public housing. The public generally is not for public hous- 
ing, but not in my district. 

Mr. Derwinskr. You would prefer some bureaucrat in Washington 
to tell your city council just where to locate public housing ? 

Mayor Ditworrn. No, we pick them out and go over it with our 
council, 








64 


When we come down here to present a program, it is our program, 
and it is a program which has the informal approval of the city 
council in every case. 

Mr. Derwinski. Why don’t we get the formal approval ? 

Mayor Ditworru. For the practical reason I stated, that you don’t 
like to be squeezed; I don’t Fike to be squeezed; nobody in politics 
likes to be squeezed. 

Mr. Derwinski. When you talk about a councilman for a specific 
area objecting, you say he objects; his people object; and then you go 
on in the same breath and say the majority of the people want public 
housing. Obviously, they don’t. 

Mayor DitwortH. You will always have small pressure groups in 
any district. If it came to a vote, they would be for it. But there 
are small pressure groups, and their tactics cause a lot of trouble. 

Mr. Derwinski. Do you honestly believe if you had a referendum 
with a secret ballot in Philadelphia or any big city, do you believe 
the homeowners would approve public housing when they realize how 
much they are subsidizing it? 

Mayor Ditworrn. We had that last November, and we had the 
biggest majority ever. 

My opponent said he would cut back public housing; that we were 
a socialistic spending crowd, and that was the big issue. We had the 
largest majority ever. 

The people realize we must have the money for public housing, and 
it will cost money. We will continue to be a melting pot. We can’t 

ive all these people bus tickets to go back to Norfolk or someplace 
in the South. We have these people, and we must keep them. 

Mr. Derwinsx1. I don’t want you to use your last opponent as the 
reason for that. The conditions were such that your opponent couldn’t 
have been elected dogcatcher, much less mayor of Philadelphia. You 
are putting too much emphasis on the issue and not so much on your 
opponent’s weakness, and I say that without political malice. 

og ial Ditwortu. I hope you will never get malicious toward me, 
then. 

Mr. Derwinskt. On page 12 of your testimony, you use the expres- 
sion “long terms at reasonable interest rates.” 

What do you mean by “reasonable interest rates” in direct lending 
program ¢ 

ayor Ditwortn. Between 2 and 3 percent. 

Mr. Derwrinskt. Despite the fact that it may cost the Government 
4, or 41% percent ? 

Mayor Ditworrn. You do it in many programs. 

Ia that the farmers need help. I really do. And I am not com- 
plaining about that. But when you pay more money a year just to 
store surplus grain than you pay on your total program for all of the 
urban areas of this country, which make up two-thirds of the people, 
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where we produce 75 percent of the income, then I think things have 
gotten a little out of balance. 

Mr. Derwinskt. One last question, Mr. Chairman. 

My recollection—TI believe it is correct—is that in 1949 Philadel- 
phia applied for 10,000 public housing units as a reserve. 

How many of those units have you actually used ? 
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Mayor Ditworrn. About 6,000. We have 65,000 people living in 
eee housing units today, and we want to build them ever more 
rapidly. 

e have very little vacant land, and under the 17,000 ceiling it is 
awfully hard for us to come up with sites that will be approved down 
here ; that we can put across. 

I don’t blame people in a good residential area for not wanting pub- 
lic housing right alongside of them, and we haven’t tried to thrust 
it on them, 

Mr. Barrerr. Would the gentleman yield ? 

Mr. Ratns. We are keeping witnesses from the agencies waiting 
while we indulge in a rather favorite pastime. 

You have an appointment; the Senate committee has been in recess 
for about 30 or 40 minutes, waiting now, and I would like to let Mrs. 
Sullivan ask a question. 

Mr. Barrerr. How many applicants are waiting now to get into pub- 
lic housing ? 

Mayor Diuworri. Between 5,000 and 6,000 families. 

Mr. Ratns. He already answered that question. 

Thank you, Mr. Mayor. I appreciate your coming before the com- 
mittee. 

I wish we had all day. But we have a lot of other witnesses from 
the agencies. So we have to get on. 

Thank you very much, Mayor, for coming. 

Mayor Dinworru. Thank you, Mr. Chairman. 

Mr. Rains. Next is the mayo of Norfolk, Va. 

I see our good friend, Porter Hardy, sitting there. 

Come around and introduce the mayor to us. 

Mr. Harpy. Mr. Chairman, I won’t occupy a witness chair, but Iam 
grateful for the privilege of presenting Mayor Duckworth, W. F. 
Duckforth, of Norfolk, Va. 

I don’t know whether we should put this in the record or not, but 
I am sure he has a slightly different slant on the responsibility of the 
city council from that expressed by the witness who just preceded. 
He has been the most active mayor of the city of Norfolk has had in 
years, and he is a close personal friend of mine, and I know that he 
will contribute substantially to the committee’s testimony. 

Mr. Rarns. We are glad to have him, and we are glad to have you, 
Porter. 

Mayor Duckworth, you may proceed. 

Do you have a statement or do you just want to comment ? 

Mayor Duckworrn. No, sir, I do not have a statement. 


STATEMENT OF W. F. DUCKWORTH, MAYOR OF THE CITY 
OF NORFOLK, VA. 


My problem is entirely different in some respects from the problems 
that you have just heard, and I would just like to take my city’s part 
of it and what would happen to these various programs in a city of 
approximately 300,000 people. 

r. Ratys. We will be g ad to hear from you, Mayor. 

Mayor Duckworrn. Thank you. 








66 


As I said before, we have slightly more than 300,000 people. We 
think our population will probably run 320,000 when the figures are 
in 
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It is an all-American city of 1959, of which we are very proud, and 
we received that honor, I am satisfied, due to our redevelopment in 
housing that has taken place in that city in the last 10 years. 

Mr. Rats. You wouldn’t mind if I ask you for the record who hap- 
pens to be the director of the urban renewal program of that city ? 

Mayor Duckworrn. Mr. Charles Coffman has been ever since it 
was started in 1940 and is the chairman of the commission which is 
appointed by the mayor with the approval of the city council, and Mr. 
Larry Cox is the actual executive director and has been ever since it 
started. 

We have spent so far approximately a hundred million dollars, 
made up of about $50 million—and I would say about $30 million 
Federal money, and the remaining was city money. No State funds 
have been available. The other $50 million was brought in by the sale 
of bonds. At the present time, when our program is about halfway 
completed, we estimate that private capital has furnished approxi- 
mately a hundred million dollars. 

At the present time we are redeveloping 127 acres of downtown 
business property which is an entirely private proposition with the ex- 
ception of a $9 million Federal grant and a $3 million State grant, 
plus our streets and facilities that we have to offer and we are satisfied 
that the private development in that area will run considerably more 
than $100 million. 

I wanted to make this because I want you to know that I feel that 
it is a good deal for the Federal Government and that. you are getting 
your money back, and I can tell you this: In an area of 10 square blocks 
that we developed that had 3,000 people living in slum conditions, 3,000 
families, we put back in about 750 families in that same area and where 
we received slightly more than $50,000 in tax revenues from that area, 
we now receive more than $200,000 from that particular area, and 
our cost of government is considerably less. 

We do not have any fire alarms to amount to anything—one or two 
per year—where we used to have that many per day, and the police 
situation is entirely different, because when you put these people in a 
better environment, they live better, they are better citizens and when 
you get this money back, this money comes back through rentals and 
the sale of part of the property for business purposes and it enables 
manufacturing concerns and commercial firms to expand and when 
they expand, they pay more taxes, so I don’t feel that it. has ever 
cost the city any money. I don’t feel that it is costing the Federal 
Government. any money. I think in what we are doing, we are using 
our credit, the housing authority’s credit, and the Federal Govern- 
ment’s credit to do something that is well worthwhile for a great 
country like this, and for what we are trying to do for our own people. 

We are making better citizens all of the time. The biggest. thing 
that I see in this proposition today that needs correcting is the fact 
that we do need a continuity. We can’t take money—you give us 
$500 million one year or $600 million the next year, or maybe the next 
year we don’t get any, and it takes from 3 to 5 years to plan and execute 
and get this stuff built, and actually put into operation. 
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You gentlemen know the whims of the people that you are doing 
business with and whether you could have a continuing program or 
not, but personally I think it is well worthwhile and I would like to 
see so much money set up over a 5-year or 10-year period of time that 
would enable the city to plan ahead to know exactly what it is doing 
and I think we seni get a better feel all of the way around. 

By planning, we could probably effect some economies that you 
couldn’t do very well otherwise. 4 would say this: 90 percent. of the 
houses that we have built and corrected in the city of Norfolk has 
been Negro housing. It has helped us tremendously in the slum areas. 
We have built very little—we have built a considerable number of 
slum housing, we have built some public low-cost housing, and we have 
built some straight housing and we are doing very well on the housing 
we have built that is being rented to other people. 

I do agree with what the mayor of Philadelphia said when he said 

people moved in and stayed a while and moved out. I agree with 
him on that, and I think that is wholesome and I think that is what 
it should be, because when you take a man out of a slum and then 
you put him into a better housing situation and he lives a little bit 
better, finally he feels that there is an onus or a stigma in living in 
pene housing and he gets out and buys himself a house, or maybe 
1is situation becomes different from a financial standpoint and then 
we make what we all want in this country, and that is a capitalist out 
of him and let him buy a place and get out of public housing and we 
can put somebody else in there. 

Now, we follow a very rigid rule. We do have priority for the 
people who come out of that housing. They get the priority on that, 
and they go back in. If it is a Negro section we are developing, 
the Negroes get priority. If it is a white section, we let the white 
people have priority on it. At the present time as I said before, and 
I want it distinctly understood 90 percent. of our problem down there 
has been in Negro housing, and 90 percent of it has been developed. 

We are continuing to develop this as fast as we can. We have tried 
to do what Mr. Widnall suggested a while ago, that. we try to stay 
off these slums and we have done that by simply putting in a mini- 
mum housing code and trying to police that to the very best of our 
ability so that we won’t have slums coming up in years, Mr. Widnall, 
and I think that that is the smartest thing that we could possibly 
do. 

We are an independent city, we are not in a county. We have our 
own budget and budgetary setup. We do not get any State aid 
on any of this, and I don’t believe that we could possibly get it in a 
State where the legislature is entirely dominated by the rural mem- 
bers. So I don’t look for any State aid or State help in it. What- 
ever you gentlemen see fit to do from a Federal standpoint and what 
we see fit to do from the local standpoint is in my opinion the way 
we are going to have to work the thing out financially down there. 

Redevelopment has been fine. Slum clearance has been better. 
Urban renewal is good. 

At the present time we are going into a program where we are going 
to have to build considerable housing before we can take care of some 
slum clearance work because we have to have someplace for these 
people to move to. You can’t put them out on the street. 
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We have to have a place for them to move to before we can go ahead 
and clean up these other slum areas. This thing has been very popu- 
lar. I would like to make one point that I think you pas 
should bear in mind. We are getting people from other cities, such 
as Wilmington, N.C.; Durham, N.C.; Winston-Salem, N.C.; Roanoke, 
Va.; Danville, Va.; people are coming in all the time, bringing their 
councils and their mayors in to look over this program, and more 
and more cities are being interested in it. 

We do need a continuing setup and a continuing program and with 
70 percent of the people, as some people say, after this census comes 
out, with 70 percent of the people living in the urban areas of the 
United States, I think today, Mr. Chairman, that probably the biggest 
thing before the Congress for the help of the local people is the kind 
of proposal that you gentlemen are working on right now. I think it 
is very vital to the economy of this country. 

We deeply appreciate what you have done for us and while there 
are some kinks in it, maybe the kinks are good kinks in some respects, 
and in others maybe they are not, but we have been able so far to get 
through the little lines and to clear our lines up so that we are able 
to get help and we are deeply appreciative in Norfolk of what the 
rt sam yovernment has done for us in redevelopment, slum clear- 
ance, and public housing. 

That is my statement, gentlemen. 

Mr. Ratns. Thank you, Mr. Mayor, you make a very eloquent and 
convincing statement. I believe if I were in Norfolk, I would vote 
for you, and I want to tell you that we appreciate your coming before 
us and giving us the down-to-earth picture without a lot of fanfare. 
It sounds like you are doing a very outstanding and excellent job. 

Mayor Duckxwortn. We have some outstanding men working on 
the program. I would like to read one statement. More than 30 
mayors have sent in letters for support of the program of the U.S. 
Conference of Mayors and more letters are being received daily by 
the conference office. We would be pleased if you would permit the 
inclusion of these communications in the record of this hearing and we 
will deliver this material to the committee staff later in the week. 

Mr. Rarns. We will be glad to have it included in the record. 

(The letters referred to above are as follows :) 

U.S. CONFERENCE OF MAYoRs, 
Washington, D.C., May 24, 1960. 
Mr. JOHN BARRIERF, 
Staff Director, Housing Committee. 


House Banking and Currency Committee, 
Washington, D.C. 

Deak JOHN: During the course of Mayor Duckworth’s testimony on behalf 
of the U.S. Conference of Mayors in support of urban renewal and housing legis- 
lation he requested and was granted permission to place in the record a number of 
letters and statements in support of urban renewal and housing legislation from 
Mayors throughout the country. 

I am enclosing herewith the letters and statements Mayor Duckworth had 
reference to. 

Very truly yours, 
Harry R. BeErrers, 
Ewvecutive Director. 
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Crry or Provivence, R.I., 
Providence, R.I., May 11, 1960. 
Mr. Harry R. BETTER, 
U.S. Conference of Mayors, 
Washington, D.C. 


Deak Mr. Betters: I enclose three copies of the statement prepared by 
Mayor Walter H. Reynolds prior to his departure for the annual conference of 
mayors. These are in response to your memorandum of April 29, 1960. 

Since you did not mention in the memorandum of above dated specifically which 
committees of the Senate and House are conducting the May 17 hearings on ur- 
ban renewal I trust that you will undertake forwarding copies of the enclosed 
to the chairman or secretary of the committees involved. 

Yours sincerely, 
CHARLES R. Woon, Urban Renewal Coordinator. 


STATEMENT OF MAyYoR WALTER H. REYNOLDS OF PROVIDENCE, R.I., FOR SUPPORT OF 
INCREASED FEDERAL ASSISTANCE FOR URBAN RENEWAL 


At this time when the honorable committees of the Congress of the United 
States are conducting their hearings on urban renewal, I wish to report that 
Providence has recently concluded two demonstration grant studies under section 
314 of title I. Both of these studies, professionally developed, clearly illustrate 
and emphasize the necessity of enlarged renewal developments which are in- 
possible without Federal assistance. Perhaps you are aware of both, the College 
Hill report, which has received a 1960 national award from the American In- 
stitute of Architects entitled, ‘Citation of Organization” and the most recently 
completed study on a master plan for downtown Providence. 

Shortly following the College Hill report, Providence submitted its applica- 
tion for Federal assistance to carry out the renewal proposals. This was in Feb- 
ruary 1960. Because of insufficient Federal moneys, approval of planning funds 
is not expected before August or September of this year. We hope we will not 
experience a longer delay than anticipated. 

We have three other renewal projects in need of immediate action, Federal 
Hill, Weybosset Hill, and Mashapaug Pond, but it is obvious that with Federal 
authorizations of $300 million yearly, each region, each State, and each com- 
munity can only expect to receive a small portion, once annually, if the total au- 
thority is to be spread out nationally for all to benefit to some small degree. 

We in Providence believe that our problems are reflected typically through- 
out the Nation. I am prompted to suggest that what our American cities need 
from the Federal Government to provide for the masses of our evergrowing popu- 
lation is greater participation through annual authorizations of at least $750 mil- 
lion annually, and for participation in nonresidential redevelopment as well. The 
dilapidation, obsolescent, and inefficient nonresidential structures in our older 
cities are factors that are depriving us of a healthy revitalized economy. 

These two facets, residential and nonresidential redevelopment, are a vital 
concern to our cities and nationally to our Nation. Both merit your very serious 
consideration in the design of future Federal authorizations in the struggle to 
better our American way of urban life. 


City oF WOONSOCKET, R.I., 
May 5, 1960. 
Mr. HArRky R. BETTERS, 
Jxecutive Director the U.S. Conference of Mayors, 
Washington, D.C. 

Dear Mr. Betrers: As the mayor of the city of Woonsocket, R.1., I have a 
vital interest in the program of urban renewal, slum clearance, and housing, and 
the effect of this Federal program on our community. From all indications, it 
appears that the $350 million in urban renewal grants for the year July 1, 1959, 
to June 80, 1960, and the $300 million for the year July 1, 1960, to June 30, 
1961, will be inadequate to meet local needs to renew cities throughout the 
country. 

The city of Woonsocket is presently working toward urban renewal and it is 
expected that within the next year a survey and planning application will be 
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submitted and a reservation requested for approximately $3 million in Federal 
funds to initiate our first renewal project near the central core of our city. The 
citizens in this community have become aroused toward the need for urban 
renewal and if there are not sufficient funds to fulfill our request, it could se- 
riously dampen the enthusiasm which has been generated. If this enthusiasm is 
dampened through the lack of funds, the chances of a renewal project at a later 
date would be severely hampered. 

Present plans for the city of Woonsocket indicate that rebirth of our city will 
not end with one renewal project but rather it is expected that at least four 
separate projects will be required to prevent our city from declining both 
economically and physically. It is with this concern for the future of the 
city of Woonsocket that I strongly support the program of the U.S. Confernece 
of Mayors in regard to urban renewal, slum clearance, and housing. 

Very truly yours, 
KEVIN K. CoLEMAN, Mayor. 


NasHuva, N.H., May 2, 1960. 
Mr. HArry R. BETTERs, 
Executive Director, the U.S. Conference of Mayors 
Washington, D.C. 
DEAR Mr. BETTERS: Received your letter referring to urban renewal, slum 
clearance, and housing legislation before the Senate and House committee. 
May I express myself as to the importance of this program. Nashua is in 
the process of completing arrangements for clearing a slum area. We certainly 
could not have undertaken this project without Federal assistance. We have 
several other districts that should be undertaken. 
I strongly urge passage of more assistance to communities throughout the 
Nation. 
Trusting the Senate will act favorable on this important program. 
Sincerely, 
Mario J. VAGGE. 


Harry R. BETTERS, 
Executive Director, the U.S. Conference of Mayors, 
Washington, D.C.: 

The city of Little Rock is vitally interested in the urban renewal, slum clear- 
ance and housing bill that is now before Congress. In order to solve our slum 
problems it is necessary that the urban renewal program be increased from 
$300 million a year to at least $600 million per year. The city of Little Rock now 
has eight projects in various stages of execution and we must have an adequate 
urban renewal bill in order to solve our pressing slum clearance problems. 

WERNER C. KNoop, 
Mayor, city of Little Rock. 


MAyor’s STATEMENT ON URBAN RENEWAL AND SLUM CLEARANCE FOR U.S. 
CONFERENCE OF MAYORS 


In 1954, the Congress of the United States adopted legislation which enabled 
communities to develop a workable program for urban renewal. The intent of 
the legislation was to encourage the revitalization of our urban renewal centers 
through new programs, in addition to slum clearance. 

In 1956, the Congress of the United States, recognizing that larger area metro- 
politan centers needed to be planned for urban renewal, provided for general 
neighborhood renewal plans. The city of Oakland has pursued aggressively an 
urban renewal program fully consistent with the 1954-56 legislation. At a 
great expenditure of local funds and effort, we are proud of the status of our 
workable program and the fact that our community has pioneered with con- 
siderable success in the fields of conservation and rehabilitation. Nevertheless, 
it seems that the administrative policy and subsequent housing acts have not 
been wholly consistent with the intent of Congress. Despite the growing num- 
ber of communities which are striving to halt blight and deterioration, with its 
attendant economic and social illness, assured adequate assistance to these 
programs has failed to materialize. 

It is particularly discouraging for a community which has in good faith under- 
taken a general neighborhood renewal program to be constantly frustrated in the 
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pursuit of orderly execution of the project, by administrative delays, which 
seem clearly to reflect a purposeful slowdown of the program. It seems that 
the present philosophy is based on two points: (1) The lack of sufficient Federal 
funds to pursue such programs to their promised conclusion, (2) slowing pro- 
grams down in constantly restricting their scope to make the most out of the 
limited funds which are available. This philosophy does not take into con- 
sideration the total needs of the program or the necessity for continuity in 
Federal assistance. 

Inadequate housing and neighborhood decay are among the most critical prob- 
lems facing our Nation today. In addition to adequate appropriations for a 
minimum attack upon these problems, Congress must make certain that its 
aims and intent are no longer frustrated by administrative foot dragging, and 
that the will of the people has some reasonable chance of being fulfilled. 

CLirrorD E. RISHELL, 
Mayor, Oakland, Calif. 


Concorp, CALir., May 3, 1960. 
U.S. CONFERENCE OF MAYORS, 
Washington, D.C. 

GENTLEMEN: Please register before the Senate and House committees our 
urgent request that support be continued for urban renewal, slum clearance, and 
housing. 

This program is of vital importance to our city, and considerable damage 
would be done to programs vitally needed in this area, if Federal support is 
withdrawn or diminished. 

Very truly yours, 
Bryan SHAry, Mayor. 


DRAFT OF STATEMENT BY Mayor Epwarp A, CRANE, CAMBRIDGE, MASS., TO THE 
U.S. CONFERENCE OF MAYORS 


As the mayor of Cambridge, Mass., I want to be recorded in favor of a con- 
tinuing Federal urban renewal authorization of at least $600 million annually 
for the next several. The requirements for restoring our older urban centers 
have multiplied far beyond those which existed when the Housing Act of 1949 
and its amendments in 1954 were enacted. 

In Cambridge, for instance, we inaugurated two redevolpment projects in 
1951 and three urban renewal projects in 1957, all of which total 611 acres. 
Normally, this urban renewal restoration program could be expected to care 
for the immediate needs of our city. 

However, Cambridge now faces a major change and loss of income due to the 
imminent construction of a Federal 90-10 highway. In this city of 6 square 
miles we stand to lose $376,899 annually in tax revenue from properties to be 
taken in this 300-foot-wide swath through the city for the new highway. 

It is obvious that the restoration of the urban renewal areas in Cambridge 
alone cannot retrieve this loss of revenue. We must study the feasibility of 
an expanded urban renewal program as one means to recover this loss. 

But the humane reasons for the continuation of the urban renewal program 
nationally are far more important than the financial reasons. What is hap- 
pening in Cambridge is happening elsewhere in the Nation. The Massachu- 
setts Department of Public Works, which will construct this highway through 
our city, estimates that 1,211 Cambridge families will be dislocated from 369 
residential structures. 

Only through the rehabilitation and conservation of many homes and neigh- 
borhoods not in the path of this new highway, but which are beginning to show 
the wear and tear of the years, can Cambridge hope to retain most most of the 
families dislocated by this highway. 

Cambridge, like so many other urban communities, also houses colleges and 
universities and is contributing its share to the expansion of such facilities to 
meet the increased national demands for such facilities. This, together with 
the fact that most of the new highways are being built in the interest of na- 
tional defense, are but two more justifications for the continuation of the urban 
renewal authorizations annually. 

In my opinion, Congress should raise rather than lower its sights on urban 
renewal. The $600 million annual authorization is not too large to preserve 
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the human, financial, educational, and national defense values of our urban 
centers. 


Reno, Nev., May 8, 1960. 
U.S. CONFERENCE OF MAYORS, 
Washington, D.C. 


GENTLEMEN: In reply to your letter of April 29, 1960, regarding the hearing 
scheduled on urban renewal, slum clearance, and housing legislation before 
Senate and House committees; may I, on behalf of the city of Reno, give the 
following testimony: 

The city of Reno is presently engaged in an urban renewal project 
(Northeast Project Nevada R-2), encompassing some 90 acres. It is pro- 
posed that certain portions of the project area will be cleared and completely 
redeveloped. The remaining area, encompassing approximately 10 city 
blocks, will be rehabilitated with each residential structure being brought 
to a “safe, sanitary place in which to live” standard. The area presently 
under treatment is one of several in the city of Reno which is badly blighted 
and in need of immediate consideration. 

As is common with such a neighborhood, it contributes little if anything, 
to the community as a whole. Without the Federal financial assistance which 
has been afforded this community for slum clearance, the treatment now being 
given the area would not have been possible. Without continued financial as- 
sistance, it is doubtful that the city of Reno will, in the foreseeable future, 
be able to remove or for that matter, prevent the spread of blight and slums so 
common in the rapidly growing cities of the West. 

Reno hopes that Congress will see fit to further assist communities in their 
attempt to redevelop their older blighted areas which have become such a bur- 
den to the cities as a whole. 

Sincerely, 

Bup Baker, Mayor. 


City or West PatmM BEAcH, 
West Palm Beach, Fla., May 5, 1960. 
Mr. H. R. BeErrers, 
Executive Director, 
U.8. Conference of Mayors, 
Washington, D.C. 

Dear Mr. Betrers: We trust that you will represent the city of West Palm 
Beach, Fla., in the hearing scheduled on urban renewal, slum clearance, and 
housing legislation. 

We are very interested in continuation of low-rent housing units to meet the 
needs of this locality, and thus insure the uninterrupted operation of the 
present 221 program and private housing. 

Yours truly, 
Percy I. Hopkins, Mayor. 


City oF Rock ISLAND, 
Illinois, May 9, 1960. 
Mr. Harry R. BETTERS, 
Executive Director, U.S. Conference of Mayors, 
Washington, D.C. 

Dear Mr. Berrers: Rock Island should be included among those desiring 
a continued and expanded program of urban renewal with Federal participa- 
tion continued at least on the present two-thirds basis. 

Small communities are only now, thanks to the general neighborhood renewal 
plan and similar devices, able to participate. Rock Island has filed a GNRP 
application and we expect our 10-year needs to be nearly $6 million in Federal 
funds and over $3 million in locally supplied financing. 

Please convey our sentiments on this matter at the May hearings of the House 
and Senate committees. 

Very truly yours, 


Rosert D. Herrtscn, Jr., 
City Manager. 
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ELIzABETH, N.J., May 9, 1960. 
Hon. HArry R. BETTERS, 
Executwe Director, 
U.S. Conference of Mayors, 
Washington, D.C. 


Dear Harry: We are definitely interested in the Senate and House committee 
hearings on urban renewal, slum clearance, and housing legislation. 

The city of Elizabeth is almost 300 years old and, as mayor, I am keenly aware 
of the need for legislation to meet the challenge of deteriorating older cities. 
The growing dimensions of slums, urban blight, and the need for low-rent 
housing is a problem that needs immediate attention. 

As we must rely primarily on real estate taxes to meet the ever-increasing 
cost of municipal government, we face an acute shortage of revenues. Elimina- 
tion of urban blight and funds for low-rent housing cannot be accomplished 
without Federal subsidy. 

I urge that funds be made available to provide for slum clearance and sufficient 
low-rent housing units to assist us in the relocation of families who would be 
displaced by the Federal program in our city. 

Sincerely, 


STEVEN J. BERcIK, Mayor. 


Utica, N.Y., May 5, 1960. 
Mr. Harry R. BETTERS, 
Executive Director, 
U.S. Conference of Mayors, 
Washington, D.C. 


DEAR MR. Betters: I am wholeheartedly in support of the urban renewal slum 
clearance, and housing programs of the U.S. Conference of Mayors, and strongly 
urge congressional action in order that these programs may be carried out. 

I cannot emphasize enough the urgent need for congressional action to auther- 
ize a level of Federal urban renewal grants to meet the need of community 
activities and also congressional support for the conference program calling for 
the making available of sufficient low-rent public housing for the relocation of 
low-income families displaced by such governmental activities and program. 

Sincerely yours, 


FRANK M. DuLAN, Mayor. 


C1ry OF DECATUR, 


Decatur, [ll., May 7, 1960. 
U.S. CONFERENCE OF MAYORS, 


Washington, D.C. 


GENTLEMEN: The city of Decatur has a citizens committee of well over 100 
persons working actively on urban renewal. Having just received approval of 
our workable program and having an application on file with the Housing and 
Home Finance Agency for planning funds for our first project we consider the 
continuance of this program to be a must. 

It has taken several years to whip up local enthusiasm for attacking blight. 
Without financial assistance from Federal grants it is doubtful that a successful 
program could be implemented. It would appear to be a terriffic waste of human 
effort if the program falters at this time. I urge that the Congress take such 
steps as may be needed to extend this program for urban renewal, slum 
clearance, and housing at the earliest practicable date. 

Cordially, 


Rosert A. GRoHNE, Mayor. 


PATERSON, N.J., May 4, 1960. 
Mr. Harry R. Berrers, 


Evecutive Director, U.S. Conference of Mayors, 
Washington, D.C. 


DeaR Mr. Betrers: We are vitally interested in the extension of the urban 


renewal, slum clearance, and housing programs, and give to these programs our 
earnest support. 


Ours is an old city founded in 1792, with over 37 percent of the total dwelling 
units built before 1900, and 60 percent built between 1900 and 1929. Needless 
56021—60—-6 
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to say, blight has attacked almost every section of the city where these aged 
and aging structures are located. 

We have begun a program of urban renewal to attack the slums and now have 
two projects in execution. An application is also being processed for a general 
neighborhood renewal plan, covering 550 acres of the central Paterson area, and 
proposing a 10-year redevelopment plan for rebuilding and rehabilitating our 
most important revenue-producing sections. One of the projects in execution 
will revitalize our industry through the creation of an industrial park, and the 
other will provide middle-income housing for our citizens. Our public housing 
program consists of 1,718 dwelling units, and plans are completed for the con- 
struction of 190 units of housing for senior citizens. 

Without the aid of the Federal Government in all of our plans it would have 
been impossible for Paterson to undertake these programs for waging war 
against our blighted and slum-ridden areas. The tools provided by the Govern- 
ment are also a boon to humanity, which should be entitled to safe, decent, and 
sanitary housing. 

We thank you for this opportunity and ask that our statement be introduced 
in the record of the hearings on May 17, 1960. 

Very truly yours, 


GENERAL HOUSING LEGISLATION 





WituiaM H. DILiistin, Mayor. 


Ciry oF ALEXANDRIA, VA., 
May 5, 1960. 
Mr. Harry R. BETTERs, 
Executive Director, U.S. Conference of Mayors, 
Washington, D.C. 

Dear Mr. Betrers: Alexandria is hopeful that the Congress will adopt appro- 
priate legislation to insure the continuity of adequate Federal support for urban 
renewal, slum clearance, and housing. 

We are concerned about the continuity of these programs, not only because 
we are currently developing a specific urban renewal project, but because 
additional renewal and redevelopment activities will undoubtedly be needed. 

A city cannot plan ahead nor budget for an extended fight against blight and 
deterioration unless it has assurance that adequate Federal assistance will be 
available on a continuing basis to supplement local efforts. 

Accordingly we wish to join with other cities, large and small, in urging 
Congress to provide continuing and adequate Federal assistance for urban re- 
newal and housing programs. 


Sincerely 
Lsroy S. BENDHEIM, Mayor. 


Cr1Ty OF LAKELAND, 
Lakeland, Fla., May 2, 1960. 
Mr. Harry R. BETTERS, 
Ezvecutive Director, U.S. Conference of Mayors, 
Washington, D.C. 

Dear Mr. Betrers: In response to your letter of April 29, we welcome this 
opportunity to fully endorse the program as sponsored by the U.S. Conference 
of Mayors with regard to urban renewal, slum clearance, and housing. 

We in Lakeland are in full accord with the program sponsored by the Federal 
Government to provide funds and assistance to local communities for slum 
clearance and urban renewal. We recognize that the financial requirements of 
implementing slum clearance and urban renewal programs are beyond the ability 
of the local community, and that this is an area of assistance that may be pro- 
vided by the Federal Government toward removing the cancerous and costly 
substandard housing areas from our midst. 

Even though we in Florida may not yet take advantage of the slum clearance 
grants because of a lack of State legislation, we are proceeding in the attempt 
to correct this shortage in order that we may qualify to enter into this Federal 
assistance program. 

Sincerely, 


Wu. G. Cooper, Jr., Mayor. 
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BorouGH OF WILKINSBURG, 
Wilkinsburg, Pa., May 3, 1960. 

In relation to the question of continuing the programs of Federal grants to 
municipalities for urban renewal, this community wishes to go on record in favor 
of such continuation. 

As the urban aspect of our Nation increases, the need for a continuous pro- 
gram of maintenance of our urban areas also increases. The size of such a pro- 
gram and its effect upon the public as a whole, dictate that the responsibility 
be national as well as local. 

In many areas of American life we accept the principle of Federal aid for 
programs which have a national effect. I feel that in the area of urban renewal 
the need for the application of this principle is both urgent and great. I there- 
fore feel that this program should be continued. 

RicHarp O. GRIFFITH, 
Borough Secretary-Manager. 


BRIDGEPORT, CONN., May 4 1960. 
Mr. Harry R. BETTERS, 
Ezecutive Director, U.S. Conference of Mayors, 
Washington, D.C. 


Dear Mr. BETTERS: As mayor of the city of Bridgeport, Conn., a community 
actively participating in the urban-renewal and public housing programs, may I 
respectfully request that the spokesman for the U.S. Conference of Mayors ex- 
press this community’s 100 percent support for the continued program of the 
conference, at all congressional hearings on pending legislation. 

We have made a good beginning in these projects, and it is mandatory that 
funds be provided for us to continue in this very necessary part of community 
development and redevelopment. 

Very truly yours, 
SAMUEL J. TEDESCO, 
Mayor. 


MEMORANDUM ON BEHALF OF THE CITY OF WHITE PLAINS WITH RESPECT TO 
HEARINGS TO BE HELD ON URBAN RENEWAL. SLUM CLEARANCE AND HOUSING 
LEGISLATION BY THE RESPECTIVE SENATE AND HOUSE COMMITTEES 


The city of White Plains filed an application for funds for planning an urban 
renewal project and for reservation of funds for the project itself. This applica- 
tion was originally filed on March 3, 1958. Just recently the city was advised 
that it has been awarded a grant of $164,750 for planning the project, and it is 
now awaiting receipt of the contract. 

The city of White Plains is the county seat of Westchester County and the 
area for study for the proposed urban renewal project covers a substantial 
portion of the main business section of the city and is, therefore, of considerable 
importance to the people of the city and the county. 

The amounts requested by the city of White Plains are as follows: 


Amount of advance applied for___._____-_---__----_----------__---_ $164, 750 
pg ee Te. | Sn ae Cae Sane, Aer ere ey 8, 600, 000 
Reserve capital grant for relocation____.-_._____--_-____---___-________ 599, 000 

Total. PeGsral: GTA. nin niin nn cicnnaccvdensiwncetaneaadld 9, 199, 000 


We respectfully request that such action be taken so that sufficient funds will 
be made available by legislation to assure the availability of funds for the city’s 
urban renewal application, as well as all of the proposed projects throughout the 
country and so that the same may be financed on the current two-thirds Federal 
funds—one-third local funds basis, 

It is expected that additional funds will be required to relocate in low rent 
public housing units the families to be displaced by the urban renewal project 
and we request that sufficient funds be also made available for this purpose. 

Respectfully submitted. 

RicHarp 8S. HENLEY, 


Mayor, the City of White Plains. 
Dated May 4, 1960. 
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THE Clty oF BUTTE, 
Butte, Mont., May 2, 1960. 
THE UNITED STATES CONFERENCE OF MAYORS, 
Washington, D.C. 
(Attention: Harry R. Betters, Executive Director. ) 


GENTLEMEN : I received your communication dated April 29, 1960, and it com- 
pelled my immediate reply. The urban renewal program is absolutely a neces- 
sity for the municipalities. I am intending to make separate application for 
and on behalf of the city of Butte for use of such funds if possible. This 
project is most urgent and important; the Butte Public Library was greatly and 
considerably damaged by fire in March of this year. The public library is 
situated in the uptown area of Butte, but in an old section of that area. 

If money cannot be obtained through the urban renewal fund do you have 
any suggestions where financial assistance may be obtained to help build a new 
library. 

Anything that the conference of mayors might do in this regard will be greatly 
appreciated. 

Sincerely yours, 
VERN GRIFFITH, Mayor. 


CITY OF SPRINGFIELD, ILL., 
May 3, 1960. 
Mr. Harry R. BETTeERs, 
Executive Director, The United States Conference of Mayors, Washington, 
D.C. 


DeaR Mr. Berrers: With reference to your form letter of April 29 con- 
cerning urban renewal, slum clearance, and housing, I wish to make the follow- 
ing statements: 

Inasmuch as a substantial majority of the citizens of our country live in 
urban communities ; and 

Inasmuch as cities have limited taxing powers which strictly confine their 
ability to promote urban renewal and housing improvements; and 

Inasmuch as all cities greatly need assistance from the Federal Government, 
I, therefore, urge legislation to relieve this problem. 

I would strongly urge the Senate and House committees to recommend to 
the House of Representatives and to the U.S. Senate legislation to set up a 
Cabinet post with a Secretary of Urban Problems as well as to introduce and 
promote legislation to increase the grants for urban renewal and slum clearance. 

With kindest regards, 
Lester E. CoLiins, Mayor. 


CiTy oF ATLANTA, 
Atlanta, Ga., May 8, 1960. 
Mr. Harry R. BETTERS, 
Executive Director, U.S. Conference of Mayors. 
Washington, D.C. 


Dear Mr. Berrers: The city of Atlanta is vitally interested in continuation of 
an adequate Federal-aided, long-range urban renewal program. Any interrup- 
tion or curtailment in this program would preve disastrous to Atlanta’s overall 
plans to rid itself of large areas of substandard housing and slums surrounding 
its business care. In the continuing absence of financial assistance from the 
State government, Atlanta must look to the Federal Government for financial 
aid in rebuilding many already dilapidated areas. 

Atlanta’s five current Federal-approved urban renewal project areas, contain- 
ing 1,201 acres involves over $18 million in Federal funds and half that amount 
in local funds and grants-in-aid. This represents only a bare beginning of the 
total need. Our planners envision the necessity for a long-range program, with 
the introduction of no less than one new Federal-assisted project area each year 
for the next 10 years. 

Such a program would involve no less than $4 million in Federal funds to be 
matched locally by $2 million in cash and grants-in-aid, annually. 

The financing of such a program for Atlanta, as well as other slum and blight 
plagued cities, requires wholehearted, long-range assistance by the Federal 
Government such as is being proposed by the chairman of the U.S. Conference 
of Mayors. 
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It is sincerely hoped that the national administration and Congress will pro- 
vide ways and means of continuing adequate support for urban renewal. Ameri- 
can cities must have help if they are to continue the battle against city blight, 
working toward eventual elimination of our substandard areas which constitute, 
at present, an ever-increasing drain on the financial, moral, and social stability 
of these cities, 

Very truly yours, 
Ww. B. HARTSFIELD, Mayor. 


CITY OF MOBILE, 
Mobile, Ala., May 2, 1960. 
Mr. Harry BETTERS, 
U.S. Conference of Mayors, Washington, D.C. 


DEAR Mr. Berters: We are most pleased that the U.S. Conference of Mayors 
will be given an opportunity to testify before the Senate and House committees 
with respect to needed legislation in the areas of urban renewal, slum clearance, 
and housing. 

Mobile is vitally interested in all of these areas, and we are most anxious to 
see the extension of the Federal programs. We in Mobile consider urban 
renewal, slum clearance, and housing as very vital to the future of our city, and 
we feel that a job begun and not finished will be only a partial answer to the 
problems which face us, along with hundreds of other American cities. 

Next year Mobile will observe the 250th anniversary of its location at its 
present site. A city of this age naturally recognizes the need for urban renewal 
and slum clearance to a greater degree, perhaps, than do our newer sister cities. 

We urge the delegation of the conference of mayors who will appear before 
the congressional committees to present as forcefully as possible to our legisla- 
tors the urgent need for the continuance and expansion of the programs in the 
areas of urban renewal, slum clearance and housing. 

Sincerely, 


JOSEPH N. LANGAN, Mayor. 


Troy, N.Y., May 2, 1960. 
Mr. Harry R. BETTeERs, 
Executive Director, U.S. Conference of Mayors, 
Washington, D.C. 


DeEAR Mr. Berrers: In answer to your letter of April 29, 1960, let me take this 
opportunity to urge your office to support any and all plans for urban renewal, 
slum clearance, and housing legislation presently before Senate and House 
committees. 

I am sure I share the sentiments of most of our members in realizing the 
importance of these programs and keeping them active and the necessity for 
Federal means to assist communities in such projects. 

Your representatives are doing a wonderful job in conveying our feelings to 
Congress regarding the programs of importance. 

Sincerely yours, 
Net. W. KELLEHER, Mayor. 


Crry OF HARRISBURG, 
Harrisburg, Pa., May 2, 1960. 
Mr. Harry R. BETTERS, 
U.S. Conference of Mayors, Washington, D.C. 


Dear Mr. Betrers: Harrisburg, Pa., is in the midst of a slum clearance and 
urban renewal program. We feel that only with Federal assistance are we 
able to make any real progress in the matter of urban renewal. 

Our city, the capitol of Pennsylvania, is unusually hard pressed for finances, 
due partly to the exemption of all State property from local taxation. I am 
most certainly in favor of foreign aid; nevertheless, I would also like to feel 
that we are making some contribution toward giving our local communities an 
opportunity to do some much needed renewal work. 

Please feel free to use this letter for the purpose of placing it into the record 
at any hearing on the aforementioned subject matter. 

Very truly yours, 
No.aN F. ZIeeter, Mayor. 
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City OF MARION, 
Marion, Ohio, May 2, 1960. 
U.S. CONFERENCE OF MAyors, 
Washington, D.C. 

GENTLEMEN: This will acknowledge receipt of your letter of April 29, with 
reference to urban renewal, slum clearance, and housing. 

We wish to advise that we are in the process of appointing a regional plan- 
ning commission, and same will be in existence within 2 weeks. 

We have in the north section of our city quite a few streets without water or 
drainage, and this is considered one of our slum areas, and in which we have 
in vision one of our future projects. We believe that it is quite evident with 
most cities of today, that they are suffering from a loss of tax revenue, and are 
in dire need of assistance. 

We are therefore very much interested in any congressional action toward the 
granting of help for local communities. 

Your efforts in our behalf will be greatly appreciated. 

Yours very truly, 
Kari Dune, Mayor. 


Ciry oF MADISON, 
Madison, Wis., May 2, 1960. 
Mr. Harry R. BETTERS, 
Executive Director, U.S. Conference of Mayors, 
Washington, D.C. 


DEAR Mr. BetTTers: In reply to your letter of April 29, 1960, I wish to indicate 
to your office that this office and the Madison Common Council have strongly 
supported urban renewal legislation and the appropriations to implement the 
provisions of the legislation. Our position has been supported, in turn, by the 
electors of Madison by authorizing general obligation bonds to finance the city’s 
portion of the urban renewal program that is being carried on in Madison. 

This is a most worthwhile effort. Unless we rebuild rundown and deterio- 
rated areas of the central sections of our cities, we will have considerably greater 
expense in the years ahead because of these blighted conditions, with consider- 
ably increased welfare and relief costs accompanying them. 

Federal Government must assist municipalities in carrying on urban renewal 
projects, since we cannot finance their tremendous costs with the limited finan- 
cial resources within our political jurisdictions. By the same token, healthy 
and strong cities find a much better and a more stable economy for our Federal 
Government. 

I strongly urge our congressional representatives to support the position of 
the U.S. Conference of Mayors and the American Municipal Association in the 
matter of urban renewal, slum clearance, and housing legislation. 

If I can furnish specific information to you at any time with respect to this 
matter or other matters of municipal concern, I hope you will feel free to inquire. 

Sincerely yours, 
Ivan A. NESTINGEN, Mayor. 


NEw York, N.Y. 
Harry R. BeEtTTeERsS, 
Executive Director, U.S. Conference of Mayors, 
Washington, D.C. 


DEAR Mr. Betters: On behalf of the city of New York and of the New York 
Metropolitan Regional Council I offer our strong support of the views of the 
U.S. Conference of Mayors on new housing and urban renewal legislation, and 
ask that the officials of the conference have this brief statement placed on the 
record when they testify before the Senate and House Subcommittees on Housing 
on May 17. New York City has taken major steps in this past year to expand, 
improve, and expedite its slum clearance, urban renewal, neighborhood con- 
servation, and rehabilitation, and relocation programs. At the same time, and 
for those very reasons, we must continue to look to the Federal Government for 
essential financial assistance. Since Mr. J. Clarence Davies, Jr., chairman of 
New York City’s New Housing and Redevelopment Board, will testify on behalf 
of the city later this week in greater detail. I will set forth here several of the 
major points which are of overriding concern to New York City. 

1. Urban renewal grants in the amount of $600 million a year for the next 
several years are a minimum requirement for a program geared to the physical 
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needs of the Nation’s cities and to the need for continuity of long-range planning, 
programing, and research. 

2. The full $336 million annual contributions for public housing authorized in 
the 1949 act should be restored in order to give cities the amounts of public 
housing required to meet the needs of low-income families and permit flexibility 
in programing public housing activities in relation to other improvement pro- 
grams. 

8. More liberal relocation assistance for both residential and business tenants, 
which, at the discretion of the administrator, can be modified to meet local 
requirements, practices and policies, is of paramount importance to New York 
City. At the request of my administration, the New York State Legislature 
authorized, and the city has adopted, a “Tenant’s bill of rights’ which for the first 
time establishes uniform procedures and benefits for the tenants displaced from 
the sites of all public and publicly assisted improvements. A specific authoriza- 
tion is needed to make such uniform practices and benefits fully applicable to 
title 1 operation in New York City. 

4. Additional Federal assistance, as proposed in 8. 1342, introduced by Senators 
Javits and Clark, for middle and lower middle-income housing. We in New 
York City and State have pioneered in programs to aid the construction of 
moderate rental, middle-income housing through the granting of long-term, low- 
interest loans and tax abatement. Despite the fact that our limited-profit 
housing programs, both State and city, and redevelopment companies’ housing 
program are expanding, a great unfulfilled area of need still remains in the 
moderate rental range. Increasing costs of money, construction, and land re- 
quire that all aids—long-term low-interest mortgage financing, tax abatement, 
end writedown of the cost of site acquisition. 

Through title 1 operations be utilized to fill this need so vital to the con- 
tinuing health of our cities. The continued and expanding participation of the 
Federal Government in all aspects of the housing and renewal programs is 
heartily welcomed. 

Rosert W. WAGNER, 
Mayor of the City of New York. 


City OF FRESNO, CALIF., 
May 10, 1960. 
Mr. Harry BETTERS, 
Executive Director, U.S. Conference of Mayors, 
Washington, D.C. 


Dear Mr. Berrers: This letter is to advise you of Fresno City’s continued 
support for urban renewal, slum clearance, and housing. 
It is most important that Congress continue floating money toward this 
program. 
Yours very truly, 
ARTHUR L. SELLAND, Mayor. 


May 11, 1960. 
Subject : Urban Renewal, Slum Clearance, and Housing 
THE U.S. CONFERENCE OF MAYORS 
Washington, D.C. 
(Attention of Mr. Harry R. Betters.) 

GENTLEMEN: As mayor of Garden Grove, Calif., a city of 85,000 people, I want 
to extend my wholehearted support to the U.S. Conference of Mayors and its 
Federal urban renewal program. 

Please count me among your supporters when your representatives appear be- 
for the Senate and House committees on May 17, regarding this vital issue. 

Sincerely yours, 
Ciry OF GARDEN GROVE, 
GEORGE B. Honotp, Mayor. 


Ciry oF LYNN, MAss., 
May 12, 1960. 

Mr. Harry R. Betters, 
EHerecutive Director, the U.S, Conference of Mayors, 
Washington, D.C. 

Dear Mr. BetTers: The program of the U.S. Conference of Mayors for ade- 
quate legislation favoring urban renewal, slum clearance, and public housing is 
the only solution for the predicament of the industrial city of today. 
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Slum clearance is a moral and safety issue in coping with juvenile delinquency 
and fire hazard. Urban renewal is the only feasible method of broadening the 
tax base and attracting new payrolls to our older industrial areas. Public hous- 
ing must be provided to solve the problems of relocation that are created by 
urban renewal and slum clearance. 

I have dedicated my three terms as mayor to promoting these programs. 
Eighteen thousand registered voters favored such a program by referendums in 
the 1959 municipal election in our city of Lynn. 

Please be assured of my support and encouragement in all efforts to urge the 
Congress of the United States to pass legislation favorable for urban renewal, 
slum clearance, and public housing. 

Very truly yours, 
THOMAS P. CosTIN, Jr., Mayor. 


Ciry OF MALDEN, MAss., 
May 11, 1960. 
Tue U.S. CONFERENCE OF Mayors, 
Washington, D.C. 


GENTLEMEN : The city of Malden is a city with a population of approximately 
60,000 and is within the metropolitan area of Boston. It is presently under- 
taking a redevelopment program entitled “The Charles Street Urban Renewal 
Project” and a rehabilitation program entitled “The Suffolk-Faulkner Urban 
Renewal Project.” Federal funds have already been earmarked for the former, 
but have not been earmarked for the latter. 

It appears definitely that within the next 4 or 5 years the city will have to 
undertake additional urban renewal. Unless Federal funds are made available 
for cities comparable to Malden, I feel strongly that the national economy will 
suffer greatly. Aside from the social consequences of blight and decay, the loss 
in tax dollars and the disproportionate municipal cost resulting has a direct 
effect upon the economy of the Nation. 

The curtailment of Federal funds by Congress and the executive branch, in my 
opinion, would be extremely unwise and shortsighted. 

Please convey my views at the hearings. Thank you. 

Very truly yours, 
JOHN P. DoNNELLY, Mayor. 


City oF LAs VEGAS, NEV., 
May 9, 1960. 
Mr. Harry R. BErrers, 
Ezecutive Director, U.S. Conference of Mayors, 
Washington, D.C. 


Dear Mr. Betrers: The Madison School urban renewal project is the first 
phase of a long-range program of using Federal assistance to eliminate sub- 
standard houses and provide good homes in Las Vegas. In accordance with our 
schedule for the Madison School project, we plan to sign a loan and grant 
contract with the Housing and Home Finance Agency sometime during August. 
We will need a loan of approximately $1 million and a Federal capital grant 
of $650,000 for the Madison School project. In addition, our long-range urban 
renewal program will require $10 million in loans, $2 million in Federal capital 
grants, and $19 million in Federal Housing Administration special insurance 
within the next 5 years. We also expect to need approximately 300 additional 
units of Federal assisted public housing and 100 units of public housing for 
the aged. 

It is our feeling that functions of the Federal Government should be limited 
to those activities which the Federal Government is more capable of performing 
than local or State governments. Since urban renewal programs have not been 
successful in many instances without Federal participation, in our opinion it 
is an example of an activity coming within this scope. Accordingly, we are 
happy to have an opportunity to be recorded as strongly supporting the con- 
tinuances of an expanded program of Federal participation in urban renewal. 

I should like to take this opportunity to discuss several facets of this pro- 
gram which I believe to be within the purview of consideration by the Senate 
and House committees. Although these points may be considered as a criticism 
of the program, it is my desire that they will be accepted in the constructive 
manner intended. 

1. Tenure of the program: If lasting benefits are to be achieved by 
American cities through urban renewal, we believe it is imperative that 
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the local governments be given a greater assurance that the Federal Govern- 
ment will continue to participate in this program indefinitely, or at least 
for a reasonable period of years. In this way we feel that many cities, 
including Las Vegas, will be in a position to effectively program and sched- 
ule urban renewal activities over a period of years. For example, the 
proposed program in the city of Las Vegas is too extensive to be practical as 
a single project. Therefore, we must schedule it as a series of projects. 
However, in view of the present lack of assurance that Federal assistance 
will continue, we are faced with the problem of what will happen if we 
cannot redevelop the remainder of our blighted district. For this reason, 
our urban renewal staff is being forced to consider the possibility of re- 
development in each successive project so that as near as possible it will 
be self-sufficient within itself. As a consequence, it appears that our program 
will be less effective than would be the case if we were assured that we 
could plan each separate project as a unit within the whole area. 

2. Improved administration: In view of what appears to be a generally 
widespread desire among American cities for an expanded urban renewal 
program, it would seem that the Congress is justified in considering addi- 
tional administrative staff for the Urban Renewal Administration. At 
the present time we seem to be constantly faced with the problem of 
having prepared an application for one or more projects, with the applica- 
tions believed to be in order, only to find that there is lengthy delay in 
the processing of these applications. It would appear that one way in which 
more expeditious processing of applications by local public agencies could 
be achieved would be through the provision of funds to make available 
additional staff assistance to the Urban Renewal Administration. 

We feel, however, that this is only half of the problem. In order to achieve 
a more effective and expeditious administration it would also appear that re- 
sponsible officials of both the Urban Renewal Administration and the Housing 
and Home Finance Agency should advance from the stage of merely talking 
about streamlining administrative procedure. They should actually adopt and 
implement policies which will simplify and expedite the administrative proce- 
dures of the Agency. We feel that it is within the purview of the Congress 
to assist in achieving an improved administration by the provision of additional 
staff assistance and also by insisting on the early adoption of simplified urban 
renewal procedures. 

Once, again, I want to express my appreciation to you and to the U.S. 
Conference of Mayors for affording me an opportunity to present the thoughts 
of the city of Las Vegas relative to this program. I hope these comments will 
be of some assistance to you during the hearing conducted by the Senate and 
House committees. 

Very truly yours, 

OrAN K. GracGson, Mayor. 


City oF BINGHAMTON, N.Y., 
May 9, 1960. 
U.S. CONFERENCE OF MAYORS, 
Washington, D.C. 
(Attention of Harry R. Betters, executive director). 

GENTLEMEN: Please forward my views concerning the proposed legislation on 
urban renewal, slum clearance, and housing to the appropriate Senate and House 
committees. 

I feel very strongly that an adequately financed Federal program for urban 
renewal should be continued on the current two-thirds—one-third basis. Al- 
though cooperation by HHF‘A with our office has been excellent, it is my feeling 
that the program could be improved by changes in regulations which would per- 
mit cities more latitude in long-range planning. By this, I mean municipalities 
should not have to worry year by year whether or not Federal money will be 
available for programs as they are ready for submission by them. 

I also feel that one of the keys to a successful urban renewal program is the 
ability to relocate low-income families. In order to accomplish this, low-income 
rentals must be available. Otherwise, the program will falter and die on the 
vine. 

A certain amount of public housing should be available irrespective of the 
needs of urban renewal, strictly for humanitarian reasons. It is doubly im- 
portant for cities that are undertaking urban renewal projects. 

Very truly yours, 
JoHN J. BuRNS, Mayor. 
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City oF ALTON, ILL., 
May 10, 1960. 
Mr. Harry R. BETTERS, 
Executive Director, U.S. Conference of Mayors, 
Washington, D.C. 


Dear Mr. Betrers: We in Alton wish to continue our urban renewal slum 
clearance and housing program in accord with the policy established by the 
U.S. Conference of Mayors. 

Sincerely yours, 
P. W. Day, Mayor. 


Ciry OF BLOOMINGTON, ILL., 
May 11, 1960. 
Mr. Harry R. BETTERS, 
Executive Director, U.S. Conference of Mayors, 
Washington, D.C. 


DeAaR Mr. Betrers: At last night’s city council meeting the council authorized 
me to send a statement in support of the urban renewal measures presently 
before the U.S. Congress. 

It is our feeling that urban renewal is the one field which shows greatest 
promise for improving the future of urban living. 

Although we are a small city compared to the huge metropolitan areas we, 
too, see a great need for the elimination of substandard areas from our communi- 
ties and the providing of new blood in the arteries of this community. 

The citizens of this community have been impressed to date with the one urban 
renewal project we are undertaking and it is my hope that we can continue this 
planned program of rebuilding this city. 

We urge support of the urban renewal and other housing programs currently 
in effect. 

Very truly yours, 
Rosert McGraw, Mayor. 


Ciry oF AKRON, OHIO, 
May 5, 1960. 
Mr. Harry R. BeErrTers, 
Executive Director, U.S. Conference of Mayors, 
Washington, D.C. 


Dear Mr. Berrers: Since December 1957 the city of Akron has been actively 
engaged in the development of an urban renewal program. 

At the present time two survey and planning applications are pending in 
Washington, and approval is expected shortly. The total net project cost for 
both projects is $5,872,500, of which $3,915,000 is to be the Federal Government’s 
share. Needed local contributions amount to $1,957,000. 

Currently the city planning commission is developing a needs program for 
capital improvements which will include a recommendation to set aside funds 
each year for the next 5 years for renewal purposes. 

With this record one can see that Akron is serious about its renewal program. 
Therefore, we strongly urge the U.S. Conference of Mayors to present its 
ease for needed legislation to maintain and strengthen the urban renewal, 
slum clearance, and housing programs. 

Very truly yours, 
Leo Bere, Mayor-Manager. 


City AND CouNty OF HONOLULU, 
May 9, 1960. 
Mr. Harry BEtTrTeRs, 
Executive Director, U.S. Conference of Mayors, 
Washington, D.C. 


Dear Mr. Betrers: I strongly urge that favorable action be taken by Congress 
to extend the urban renewal, slum clearance, and housing programs to safe- 
guard the extensive plans of our cities covering these programs. 

The failure of Congress to take action to extend the urban renewal, slum 
clearance, and housing programs beyond June 30, 1961, would result in a very 
serious situation here in Honolulu, and I know from reports from other parts 
of the country that many other cities face the prospect of having to abandon 
or to defer indefinitely plans for highly important community programs. 
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The failure of Congress to act on the urban renewal, slum clearance, and 
housing programs at this time would be very unfortunate in view of the fact 
that public understanding and acceptance of these programs has been built up 
over a period of years and any delay or substantial cutback in Federal support 
would be extremely detrimental. 

I agree 100 percent with the program of the U.S. Conference of Mayors calling 
for congressional action authorizing a level of Federal urban renewal grants 
to meet the activities planned by local communities on the current two-thirds 
Federal funds for one-third local funds basis. I also endorse the conference 
plan which recommends that Congress act to make available sufficient low-rent 
public housing units to meet local needs in relocating low income families 
displaced by governmental programs and activities. 

Sincerely, 
NEAL 8S. BLAISDELL, Jayor. 

Mayor Duckworru. Thank you very much, gentlemen. 

Mr. Rarns. Any questions, gentlemen? Porter, do you have any 
comment ? 

Mr. Harpy. Mr. Chairman, just to make this observation, to expand 
a little bit on Mayor Duckworth’s statement, the performance that 
has been carried on by our housing authority, housing and redevelop- 
ment authority has produced an amazing result on the city of Norfolk. 
Anybody who knew the city 10 years ago would think that he was in 
an entirely different part of the world. 

Even within the past year, the change has been phenomenal. I 
think that the accomplishments there have been so great that it would 
justify the program in the eyes of anybody who would view it 
objectively. 

Now whether that performance is universal or not I do not know, 
but I do know what the results are in the city of Norfolk. 

Mayor Duckworrn. Thank you, Mr. Hardy. Thank you, 
gentlemen. 

Mr. Rarns. Mayor, give us an invitation and the committee will 
come down with Porter sometime and see your work down there. 

Mayor Duckworrn. You have the invitation right now. We will 
be glad to have you anytime, just let us know and we will put out the 
red carpet treatment. 

Mr. Harpy. Thank you. Mrs. Sullivan? 

Mrs. Suuiivan. I would just like to make one remark. It was 
being discussed before whether if a referendum was asked for, ap- 
proval of the people, how they would accept some of these programs, 
and I just want to bring up what happened in St. Louis which is a 
city almost three times the size of yours. 

It was very difficult to get the people enthused about urban renewal 
or doing anything about the city. As the houses would get old and 
neighborhoods would begin to look shabby, the people would just 
simply leave the city and move out into the suburbs. But we had a 
very enthusiastic mayor and a very enthusiastic committee appointed, 
to plan rehabilitation of the city and I too would like to have the 
committee come out some day and see what has happened to an old 
city like St. Louis. 

Since dirt has been flying and private enterprise has begun building 
housing in these renewal areas, we have had more housing in the 
downtown section and we are encouraging families to move back to 
the city. We have rejuvenated the city to the point that it is almost 
unbelievable. But as you brought out, Mayor, we must have good, 
constant planning. This thing of “We will get it this year, we won’t 
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get it next,” throws the whole problem into confusion, and I think 
with the assurance by the Federal Government that urban renewal is 
a recognized necessity for helping big cities to rehabilitate themselves, 
and in rehabilitating themselves bring the taxes back not only into 
the State and the city, but into the Federal Government, I think we 
will have a complete rejuvenation of our big cities over the next 10 
to 20 years. 

Mayor Duckwortnu. Well, you have a very fine mayor and a very 
good setup, but there is one point I would like to make for the record 
about taxes. When I went onto the city council 10 years ago, and 
went in for the first time as mayor our annual budget was $16 million 
a year. We have only increased rates once. Now our tax is $3 per 
hundred based on 40.9 percent valuation. We keep close to 40 percent 
because our utility commission operates on that basis. We keep as 
close to that as possible. 

Our budget last year was $36 million. It will probably be $38 or 
$39 million this year and we have done that with a very minute, less 
than 10 percent, increase in taxes. 

That has been done I believe primarily due to redevelopment in 
housing. You know as well as I do when you paint a house in the 
middle of the block, the people next door, if they have the money, will 
paint theirs up too, and when we started to clean up these cities, it is 
the greatest thing that ever happened to this country, and I don’t 
know how to control this thing, and I don’t know how much money 
you gentlemen are prepared to put out on the thing. I think that 
the interest rates have something to do with it, but I am not agreeable 
to asking for interest rates below the cost of money to the Federal 
Government. I have to borrow money to run my business, and I 
think everybody should have to pay the same rate. I am agreeable to 
an unsubsidized interest rate. 

I don’t think you ought to give them anything, but I do think 
from a smart standpoint this thing can be handled by businessmen on 
a business basis, and it is the greatest thing the country has ever done. 

Mr. Rarns. Mr. Widnall, we have to move along. 

Mr. Wipnatt. I would like to compliment you on your statement, 
Mayor. You have shown us what can be done with intelligent plan- 
ning and direction. I also like the courage of your local council being 
willing to enact minimum codes that will help prevent future slums. 
There are a number of communities in the United States that haven’t 
that type of courage, and I wish it was a prerequisite to obtain some 
of the Federal money for which they apply. 

Mayor Duckworrn. Every item has been approved by our city 
council in formal vote, before all of the people, and we have never had 
a dissenting vote on anything in our redevelopment housing. 

Mr. Wipnatu. Have you had any kind of local banking help such 
as Philadelphia has had? TI think that was a very interesting state- 
ment made by Mayor Dilworth. 

Mayor Duckwortu. We have from an industrial standpoint. We 
have an industrial park and an industrial commission setup at the 

resent time with a capital of a million dollars to start out with to 
ring industry in and to help industry get started. Yes, we have 
had considerable help from our banking sources. 

Mr. Rarns. Mr. Mayor, we would like to talk longer to you, but we 
have some agency witnesses here. 
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Mayor Duckwortn. I understand. I thank you very much for the 
time. 

Mr. Rains. Thank you very much. We appreciate your appearing 
before us. Thank you, Porter. 

Mr. Harpy. Thank you, Mr. Chairman. 

Mr. Rains. Yesterday when we had to conclude, Mr. Baughman 
had just finished his written statement. If you will come around, 
Mr. Baughman, we will find out if the members have any questions 
they want to ask you. 

Mr. Baughman, had we known what was going to happen in the 
House we could have gone on in the afternoon yesterday, but there was 
no general debate wi the assumption was there would be a rollcall. 
That is the way it operates up here. We can never tell what will 
lappen. 

Yesterday Mr. Mason and Mr. Zimmerman stated that money— 
mortgage credit I am talking about now—was getting easier and Mr. 
Zimmerman claimed that discounts were getting smaller. If that is 
true, and I am not saying that it is true, but if that is true why has 
FNMA not changed its mortgage prices since last fall? Why haven’t 
tate your prices if mortgage credit is easier and if the discounts 
are lower ? 


FURTHER STATEMENT BY J. STANLEY BAUGHMAN, PRESIDENT, 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Mr. Baucuman. If such a thing is true, and I think possibly it is, it 
is just of recent origin, and we are observing it very closely. Offer- 
ings of mortgages to FNMA for purchase have dropped by somewhere 
in the neighborhood of about 10 percent, just within the last month, 
and we are watching the matter very closely. I think the mortgage 
market is spotty as to price, but I do think that there is more money 
available, and we think that probably offerings to us will decline in 
the future. 

Mr. Rarns. As of this moment though, with the faint signs on the 
horizon, you haven’t made any changes in your prices since last fall, 
have you? 

Mr. Bavauman. That is correct. We didn’t cut them either when- 
ever it got pretty tough in the early part of the year. 

Mr. assis, We have talked very often, Mr. Baughman, and I would 
like for the record to show that I think, and I have said it publicly, 
that I think you are one of the finest administrators I have ever known 
in Washington. 

I don’t always agree with you, maybe you are right and maybe 1 
am wrong, but we have talked many times about the par purchase of 
special assistance mortgages. 

Now, dropping any argument or controversy about whether a cer- 
tain program should have special assistance, if it is to be of special 
assistance, doesn’t it deserve and need more attention than mortgages 
generally and is there any real objection to par purchase if you agree 
that a program should have special assistance ? 

_ Mr. Baveuman. Well, I think the name “special assistance” implies 
it is just that, assistance and not complete support. I think that is 
where you and I disagree. In other words, in all of these programs, 
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including what we heard just a few minutes ago an effort is being made 
to get private—— 

Mr. Rats. Why would we give it special assistance if we were 
going to look to the private market? Why not put it in the secondary 
market operation ? 

Mr. Baveuman. I think again “special assistance” implies that 
when a housing program cannot be financed privately that then the 
Government gives it some measure of financial support through special 
assistance. 

Mr. Rains. But it is a matter of how far that support would go 
where you would have a difference of opinion, whether it should go 
to the full par purchase or whether it should go to some point below 
that ; isn’t that correct ? 

Mr. BaveuMan. The objection to par purchase is you can never 
get investment participation by private investors. If FNMA pays 
above the market—more than anybody else is willing to pay, FNMA 

‘an’t get private investors to come into these programs. 

Mr. Rats. Other than the program of military housing, which, 
of course, is a double guarantee by the Government, as good as a 
Government bond, do any of these special assistance programs ever 
merit a great deal of help and interest from the mortgage market 
generally ? 

Mr. Bauveuman. Well, | would say, of course, there have been some 
privately financed and it has been very small proportionately. How- 
ever, there is quite a little interest being stimulated now. We are 
endeavoring to stimulate interest in all of these special programs 
with local financing. I think, on your urban renewal program, that 
local area business could get a lot of benefit out of these urban renewal 
plans just as the mayor said. If these local institutions that are going 
to be the ultimate beneficiaries of some of the improvements that 
are made would furnish the mortgage financing for some of these pro- 
grams and—they should finance them—I think it would be a nice thing 
for them to do, rather than put the entire burden on the Federal 
Government. 

Mr. Rarns. I couldn’t agree with you more than that, Mr. Baugh- 
man. I agree thoroughly that that would be a good investment for 
them, but, again, we are faced with the facts of life and investors 
are often reluctant to buy these mortgages at favorable prices. 

Mr. BaucuMan. Well, that is the purpose of special assistance, to 
establish that the mortgages are safe and once that is accomplished, 
they should be acceptable to the local institutions. 

Mr. Rarns. Until they are acceptable, don’t you think Congress 
should move in and give special support ? 

Mr. Bavenman. Well, we already do that. 

Mr. Rarns. What is that ? 

Mr. BaveguMan. We pay 99 for 534 percent mortgages in the spe- 
cial assistance and the lowest price we pay in the secondary market 
is 97. 

Mr. Ratns. What are we really arguing about then, 99 as against 
100? I do not see much disagreement in principle. 

Mr. Bavucuman. I might say it to myself too except whatever en- 
couragement we can give to private capital, I think it would be well 
to give it to them and not be too competitive with them. 
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Mr. Ratns. Let me ask you one other thing. You know for a long 
time the National Home Builders, and now the National Real Estate 
Board and the mortgage bankers, have talked about what they call a 
Central Mortgage Bank. You have heard that term bandied about. 

The other day at the request of these organizations, I introduced a 
bill which will be labeled as something of a Central Mortgage Bank. 

I say I introduced it by request. I actually haven’t had time to 
really go through it carefully. I assume you haven’t had any oppor- 
tunity to go through that carefully, have you ? 

Mr. Baveuman. I would say that I am fairly familiar with it, Mr. 
Chairman. 

Mr. Rarns. What do you think about it ? 

Mr. Bauguman. Well, I think we ought to continue to study and 
look at anything that will be helpful to the mortgage market or the 
operation of FNMA, and to study any other mortgage facility. Of 
course, what this bill does briefly is add a FNMA lending program 
which I understand is geared to probably lend money on portfolios, 
and not engage in warehousing. ‘That was my understanding. Also, 
it changes somewhat the organization of the present FNMA by provid- 
ing for the appointment of three board members by the president, 
instead of the present setup as we have it. The other fundamental 
thing that is recommended is a provision for the incorporation of Fed- 
eral mortgage investment companies which shall operate locally 
throughout the country. They in turn will borrow money against 
portfolio investment and issue debentures, the theory being that they 
may be able to get some additional local money into the mortgage 
market. 

Of course, they would be very competitive with the savings and loan 
associations and savings banks in that particular area. 

Mr. Ratns. Well, now, in this same bill there is a section that is very 
ardently supported by the savings and loan associations, a type of 
secondary market operation within the Home Loan Bank Board. 

Have you had an opportunity to study that phase of this? 

Mr. BaucuMan. I just read that and I know that I have attended 
some meetings in the past where they have discussed just such a pro- 
gram, and there again if that is going to present more mortgage money, 
I think it isa good thing to consider. 

Mr. Rartns. In other words, anything we can do to stimulate the 
private enterprise concept of getting more mortgage credit into the 
homebuilding field, you agree with us it would be a good thing to 
do; don’t you? 

Mr. Baveuman. We are certainly looking for it at all times. 

Mr. Rarns. Do you see any opportunity for either one of these pro- 
grams that we are discussing to—and I will use the word “lure”—to 
lure some of the funds now in the great pension funds throughout the 
country into either debentures in the so-called Central Mortgage Bank 
or of this secondary market corporation for savings and loan asso- 
ciation. 

Do you think that could be worked out ? 

Mr. Bavcuoan. Yes. I think that investment by pension funds in 
debentures would be very acceptable to them, particularly long-term 
debentures. These local mortgage investment companies such as I 
spoke of a few minutes ago could probably sell their debentures to the 
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pension funds, provided, of course, the debentures carried an interest 
rate that was satisfactory to them. In our own FNMA debenture 
selling, Mr. Chairman, we have had quite a little improvement in the 
acceptance of FNMA debentures by pension funds. 

In fact, as to one of the issues with a high coupon, as I recall, we got 
up to about 30 percent—that was our estimate of what was bought by 
pension funds on that particular FNMA issue. 

Mr. Ratns. That was almost the first time you made any real break- 
through, wasn’t it? 

Mr. Bavucuman. We have had some experience before, 3 percent, 
6 percent, 7 percent, but you can quickly see the interest taken when- 
ever you get a sufficiently high coupon on the issue. 

Mr. Rartns. The committee staff and I would appreciate it if you 
would take these two items you have mentioned, give a close and care- 
ful study to them, point out any bugs that may be in them, point out 
any advantages that may come, and we would like you to furnish us 
with your study on those two programs so that we will be able to have 
the benefit of your judgment and that of your associates on it. 

Mr. Baveuman. Thank you. 

Mr. Ratns. We are going to ask the Home Loan Bank Board to do 
likewise. I know I speak the sentiments of the committee along that 
line when I say we don’t want to do anything to hurt, but we would 
like to do anything that we can to get as much mortgage credit as 
possible into the homebuilding field at reasonable rates. 

I could ask more questions, but I am going to yield to Mr. Barrett. 

Mr. Barrerr. No questions. 

Mr. Wipnatt. No questions. 

Mrs. Sutitvan. No questions, Mr. Chairman. 

Mr. Derwinskt. I have nothing, Mr. Chairman. 

Mr. Rarns. You got off easy this morning. The boys already let 
off their steam. 

Thank you very much. The next person we will hear from is Mr. 
David M. Walker, the Urban Renewal Commissioner. 

Come around, David. Mr. Walker, we are delighted to have you. 

Mr. Waker. I am delighted to be here, Mr. Chairman. 

Mr. Rarns. It is a real pleasure to have you. I hope you got out 
of Chicago all right the other afternoon. 

Mr. Waker. Yes, sir. 

Mr. Rarns. You may proceed with your statement. It seems to be 
brief and, I judge, to the point, so you may proceed. 

Mr. Waker. Thank you. 
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STATEMENT OF DAVID M. WALKER, URBAN RENEWAL 
COMMISSIONER 


Mr. Waker. Mr. Chairman and members of the committee, I am 
happy to have this opportunity to appear before you, to discuss pend- 
ing legislation that would affect the urban renewal program and to 
answer questions on the progress we are making. 

In the past year we have made a concentrated effort to streamline 
the operation of the program, so that the cities can move with ever 
greater speed toward the attainment of actual urban renewal accom- 
plishments. 
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We have taken a number of steps in this direction, and we plan to 
take others as quickly as we can. We have reorganized our internal 
operations, delegating many additional functions to the regional 
administrators and providing for improved service to localities in 
the key areas of rehabilitation, land disposition, and inspection of 
project activities. We have published a new manual which eliminates 
or simplifies many of the requirements that local public agencies had 
to meet in the past, and makes it possible to cut as much as a year off 
the time between the initiation and the completion of a typical proj- 
ect. We have reviewed this new manual with operating executives 
of the local public agencies, and we plan to make further revisions to 
eliminate problems that may still exist. 

The principal effect of these efforts is to give the local public agen- 
cies much greater freedom to operate their own programs, without be- 
ing required to clear the details of their actions through the Federal 
agency. At the same time, we are urging the localities to recognize 
the importance of (1) bringing their existing projects to completion, 
in the form of new or rehabilitated structures, and (2) adjusting the 
size of each new undertaking to the city’s actual capacity for carrying 
out project activities. To assist the cities in putting their programs 
on a basis of continuing accomplishment, we are making much wider 
use of the general neighborhood renewal plan—the method by which 
a large area can be renewed in stages—and we intend to make the full- 
est possible use of the community renewal program grants which were 
authorized by the Housing Act of 1959. 

Our experience in the past few months indicates that this approach 
is working. On the whole, the cities have been quick to accept our 
suggestions with respect to the scheduling of projects, and we have 
been able to process new project applications at an accelerated rate. 
As you know, our capital grant authority was extremely limited for a 
long span of time in 1958 and 1959, and a backlog of applications had 
built up before an additional $350 million was made available by the 
passage of the 1959 act in September. Since then, we have bent our 
efforts toward catching up with the backlog of applications, and 
toward the processing and approval of new applications. 

By the end of last month (April 30) our figures showed that during 
the 1959 fiscal year we have approved a total of 142 new projects, with 
estimated capital grant needs totaling $196.1 million. In addition, 
we have processed and approved a total of $81.5 million in adjustments 
for existing projects, to meet increased capital grant needs that de- 
veloped in those projects during the survey and planning or early 
contract stages. During the remainder of this fiscal year, we expect 
to be able to use all but a small part of the remaining capital grant 
authority. Under the terms of the 1959 act, an additional $300 million 
of authority will become available on July 1, and this should be ade- 
quate to sustain a program geared to the maximum level of actual 
accomplishment through the coming fiscal year. 

Now I would like to discuss the amendments introduced by the 
chairman which would directly affect the operation of the urban 
renewal program. These are sections 101 and 301 of H.R. 12152. 

Subsection (a) of section 101 would increase from $200 to $300 the 
maximum limit on relocation payments that may be made to cover the 
moving expenses and direct losses of property incurred by individuals 
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and families who are displaced by an urban renewal project. Subsec- 
tion (b) of section 101 would permit the existing $3,000 limit on 
relocation payments for businesses to be exceeded in cases where dis- 
placed firms incur actual moving expenses of more than $3,000. In 
such cases, the limit on the relocation payment would in effect be 
removed, and a payment could be made in the amount of the “total 
certified actual moving expense.” 

The problem at which these amendments are aimed is one which has 
been a matter of real concern tous. The opposition of the Administra- 
tion to the specific means here proposed is, I believe, a matter of public 
record. However, we have been developing a proposal for legislation 
which I believe will be consistent with the objectives of the chairman 
and which will at the same time better serve the entire program. We 
have not been able to complete it in time for this hearing, but will 
present it when we return to complete our testimony. 

Subsection 101(c) of the bill would require the Administrator to 
prescribe regulations which, to the maximum extent feasible, would 
give displaced businesses a “reasonable opportunity” to relocate in any 
commercial sections of the slum clearance area from which they were 
forced to move, when the area is ready for redevelopment. 

We are in sympathy with the intent of this provision, and in fact, 
an administrative regulation issued in our new manual permits a 
local public agency to give former occupants of a clearance site a 
preferred opportunity to purchase a new site in the redeveloped area, 
or in another urban renewal project in the community. We believe, 
however, that it is necessary for this type of arrangement to be under- 
taken at the option of the locality, because of the possible effect on the 
locality’s choice of land uses or on the salability of the land. There- 
fore, it should be a matter for local discretion and not made a part 
of the Federal statute. 

Subsection 101(d) of the bill would permit a local public agenev to 
employ, at project expense, a relocation specialist having full-time 
responsibility for managing and supervising the relocation of business 
concerns. This provision of the bill appears to be unnecessary, be- 
cause the employment of such a specialist is permitted, and IT might 
add encouraged, under our existing law and administrative regula- 
tions, where the employment can be justified by the workload. How- 
ever, the summary of H.R. 12152, which the chairman placed in the 
Congressional Record on May 10, indicates that the intent of this 
subsection is to require a Federal grant to pay 190 percent of the 
salaries of relocation specialists employed to assist both business con- 
cerns and families. We can see no reason to single out this type of 
expense, which is now shared by the Federal and local governments as 
a normal part of project costs, and to require the Federal Government 
to assume the entire burden alone. 

Now I would like to turn to section 301 of H.R. 12152, which would 
amend section 112 of the Housing Act of 1959—concerning urban re- 
newal areas involving colleges or universities. The proposed lan- 
guage would make section 112 applicable to public and nonprofit 
hospitals, as well as to institutions of higher learning. Section 112 
provides for a waiver of the normal predominantly residential re- 
quirement in such projects, and also permits the locality to receive 
noneash grant-in-aid credit for expenditures made by universities 
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for the acquisition and clearance of property either within or in the 
immediate vicinity of urban renewal projects. We are opposed to 
the extention of these provisions of the existing law. In effect, sec- 
tion 112 increases the Federal contribution to the urban renewal proj- 
ect—or to other projects in the locality. If hospitals are added to the 
category of institutions that can create such credits, there could be 
justification for adding a long list of other types of institutions, and 
ultimately the local share of project costs could be reduced to little 
or nothing. 

The remaining sections of H.R. 12152, which I have not discussed, 
would have an indirect effect on the urban renewal program because 
they are concerned with the process of relocation generally. Mr. 
Mason has already discussed our position with respect to section 201 
through 205, concerning the proposed direct loans for low-rent hous- 
ing. 

Section 102, concerning small business loans for firms displaced 
from urban renewal areas, should more properly be discussed by 
representatives of the Small Business Administration, and I under- 
stand that you will hear testimony from them at an early date. I 
would say only that we should make every reasonable effort to help 
dislocated businesses to help themselves over the difficult period of 
relocation, and that such businesses are now receiving compensation 
for property that is acquired by an urban renewal project, plus the 
relocation payment. We know of no indication that these business 
concerns suffer any disadvantage in also obtaining small business loans 
under the normal terms of the Small Business Act. 

This completes my prepared statement. I would be happy to answer 
any questions the committee may have. 

Mr. Ratns. Thank you, Mr. Walker. If it wouldn’t hurt, I would 
like to put into the record a word of commendation from a Democrat 
for what I think is a good job done since you have been in the agency. 
It is pleasing to me to see a fellow come into the agency and really 
get down to trying to help the local housing authorities and urban 
redevelopment authorities. I want to commend you for your new 
manual and for the work you have been doing along that line. 

Mr. Waiker. Thank you. 

Mr. Ratns. Too, I like the brief, pointed statement that you have 
made; and we will look forward to your bringing us your views on 
what ought to be in the bill concerning moving expenses. We will 
look forward to your sending us that. 

I don’t have any other questions. I think you made a good state- 
ment. I don’t agree with every bit of it, but it is a very good state- 
ment. 

Any questions / 

Mr. Barrerr. Mr. Chairman, I would just like to add to what you 
said about Mr. Walker. He comes from the great city of Philadelphia 
and I don’t think, even though he doesn’t come from the section I 
represent, they could send anyone who has greater legislative or ad- 
ministrative experience. He has done a splendid job and I certainly 
say “ditto” to your remarks about the statement he submitted here 
this morning. 

Mr. Waker. Well, of course, I appreciate this, Mr. Congressman. 

Mrs. SULLIVAN. I have just one question, Mr. Chairman. 
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Mr. Walker, in testifying before the House last year, your predeces- 
sor—I believe, Mr. Steiner—commented that urban renewal would 
move much more slowly without an adequate public housing pro- 
gram to take care of the displaced people and families. Do you agree 
with that view / 

Mr. Waker. Let me put it this way: I have said before, and pub- 
hicly I will repeat. that I think in certain instances and in certain Jo- 

calities that. public housing is a necessary tool in the kit of urban re- 
newal, but I have also said that I would be completely unhappy if the 
whole wonderful business of urban renewal were to rest or fall on the 
question of public housing. 

Mrs. Sutuivan. Just one other question. Do you have adequate 
public housing in your area to take care of the displaced people who 
would meet the qualification set up for occupying the public housing 
setup ? 

Mr. Wavxer. It has not been necessary for us, excepting in one 
isolated instance, to withhold the approval of a relocation plan by rea- 
son of the absence of public housing, Mrs. Sullivan. 

Mrs. Sutiivan. Thank you. That is all, Mr. Chairman. 

Mr. Ratns. Any questions / 

Mr. McDonoveu. I have no criticism of you, Mr. Walker, because 
my counterparts here have congratulated you. I do appreciate the 
reference in your statement to put real burden and responsibility on 
the local government for urban renewal. 

I hope ‘that this will never get to the point where the cities and the 
counties of the United States have to Jean and depend and follow di- 
rectives and regulations and depend on moneys from the Federal Gov- 
ernment to do a job which we know was created by bad planning in 
the first place, and by inadequate building and safety enforcement 
laws in their own localities; and for that reason, I think if we keep 
urban renewal in a position of first a responsibility of the local govern- 
ment—they created the problem, they should find the ultimate w ay 
to solve it; secondly, that if the Federal Government has any partici- 
pation in it at all, it should be with advice of counsel and with addi- 
tional funds that the cities cannot raise because of their excessive 
bonded indebtedness or other means of financing, but it should not 
become a total Federal responsibility. 

Now, I don’t know whether you agree with that philosophy or not, 
but I would like to hear your opinion on it. 

Mr. Waker. Well, I have never felt, Mr. Congressman, that be- 
hind a bureaucratic desk, either at Washington or at a local level, will 
you find the real answers for this business of refurbishing and re- 
building our cities. 

This must be a partnership of private enterprise and government. 
You have got to have the sustained interest of private citizens in a 
locale. It is a local problem. One of the big dangers is always that 
where you have a grant program—and I suggest that we will continue 
to have grant programs—that there is a tendency to have too many 
regulations, too many protective covenants that make it difficult to 
operate. 

These should not be present and we are trying to keep them to an 
absolute minimum. We are trying to make this a fiscal participation 
on the part of the Federal Government, but the determination to do 


| 
| 
| 











GENERAL HOUSING LEGISLATION 93 


this job of urban renewal must have its birth in the minds and hearts 
of local people and get its drive from those people. Government 
should assist where there is an absence of local ability, but the real 
job of rebuilding a city belongs to the citizens of that city, not with 
government at any higher echelon. 

Mr. McDonovén. Are there e any projects of any size at the present 
time in process that did not originate from the local government? 
You know we had a problem here some years ago with public housing 
where the public housing bureaucrats in W ashington became so domi- 
nant in their authority ‘and went to such extremes in their presumed 
right to initiate public housing in certain areas. We had a very 
serious problem in Los Angeles. They imposed their authority upon 
the city. 

They would seek out land to condemn and plan and they anticipated 
more units than we needed and they carried with them the authority 
of the Federal Government in all of their negotiations. 

Now, I don’t want to see urban renewal ‘get into the same position 
where the authority in Washington, whoever he may be, is seeking 
to tell the local community, large or small, that they have to clean 
up their backyard and the Federal Government has got money to 
help them do it. Is there any such activity that you know of in your 
contacts with the cities ? 

Mr. Wacker. Well, I am going to speak, Mr. Congressman, only 
of my _ personal acquaintance with the Federal program * hich 
dates back about 5 years. I have two concerns as Commissioner. 
T think that I have an obligation—or the Federal Government has an 
obligation to alert any interested community to the facilities which are 
available. I don’t think this means maintaining a sales force. My 
sec cond concern; and just as important as the one that you have, 

: If any city, by written or spoken word, indicates an interest in this 
mre am, our regional offices should be r sadly and equipped to service 
that city. 

We are not superimposing urban renewal programs or projects on 
communities. Our operation operates, if possible, in reverse. De- 
spite the fact that we have admitted 70 new cities into this program in 
these past 7 months, there has been no sales force here. 

Mr. McDonover. Seventy new cities. 

Mr. Waker. More than has been admitted in any comparable 
period. 

Mr. McDonovenu. What is the total obligation to the Federal 
Government ¢ 

Mr. Waker. I couldn’t give that to you. 

Mr. McDonovucn. Approximately. 

Mr. Waker. These are smaller towns. I would guess this would 
range somewhere between $50 and $75 million. 

Mr. McDonoven. You say to alert the cities that these are avail- 
able. Certainly any city or county that reads and follows the press 
in Washington knows that these facilities are available. They may 
not know the detail, but 

Mr. Waker. Mr. Congressman, I should point out that this may 
have happened in the beginning of the program, but it has not hap- 
pened in my period. There has been no solicitation of business. 
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Mr. McDonovueu. Now, in these 70 cities—and this may be a dif- 
ficult question unless you have material from your files to answer— 
how old are the buildings that are being demolished? When were 
they last built, approximately? Are we tearing down buildings’ Let 
me put it this way: Are we tearing down buildings to build new build- 
ings in which the buildings that we are tearing down are less than 10 
years old? 

Mr. Waker. No, sir; this would be such a rare instance, if it ever 
happened, as to be of no value in a discussion of the program. 

Mr. McDonovcu. Now, what percentage of urban renewal in a 
comparatively new city, as compared to some of the older cities in 
the United States, is there conformity to the plan rather than a tearing 
down and rebuilding? I know that the conservation program, if it 
is followed out, is less expensive and probably just as good in the 
long run. 

You can go into an area and tear down everything that is in there 
for acres around and build up an entirely new Brasilia, so-called. 

Mr. Wavxer. I think what you are asking, Congressman—and I[ 
hope, because it gives me a chance to say something I want to say: 
I think most of us in this business today recognize that the greatest 
part of urban renewal will take place in the conservation of prop- 
erties, and that this will make a real contribution to the sum total of 
decent housing in a city. We are giving priority to this. 

It is clear that total clearance is necessary under certain conditions, 
but it also has its drawbacks: in the first place people do not like to 
be uprooted—to have their neighborhood wiped out, no matter how 
bad it may be, and to have their familiar institutions scattered. In 
the second place, it is all but impossible in many areas, under today’s 
costs for construction and financing, to build new housing on a cleared 
area that is within reach of the incomes of the people who lived there 
previously. Where conservation can be accomplished, on the other 
hand, these problems are substantially ameliorated: the emphasis is 
placed on keeping people in their accustomed homes, and on strength- 
ening their existing institutions. They learn how to resist the forces 
of blight. What is most important, perhaps: an older structure that 
can be modernized will produce the largest amount of comfortable 
living space—in large rooms with high ceilings, spacious windows 
and other features that we usually associate only with the “good old 
days”—at the lowest unit cost in consumer dollars, and in Government 
dollars, as well. 

There are weaknesses in this program, as there must be in any pro- 
gram. For example, we have found that we ourselves were not. spell- 
ing out the areas which could really be conserved or rehabilitated on a 
sound basis. We were including in many instances areas which un- 
questionably were headed for elimination. Now, with Mr. Zimmer- 
man, of FHA, we have formed an executive committee which is meet- 
ing weekly, to try to improve the vehicles which will carry us a little 
closer to an effective program in providing financing for this conserva- 
tion job. 

We are creating an advisory committee in the conservation field. 
One of our problems is that while we have a homebuilding industry 
and we have a real estate industry, we have not had, except in isolated 
sases—so isolated that we can’t call it a technique—we have not had 
an industry that has geared itself to this business of conservation. 
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We are attempting to provide the kind of stimulus and leadership 
that might well seme that sort of industry into existence, but the real 
drive again will come from the people with the know-how and the 
ability to do this job. 

Mr. McDonovucu. Usually my experience has been—where an urban 
renewal project is proposed in a city, there is mixed emotions—those 
who want a modern area, those who are fearful of losing their prop- 
erty rights, and those who are fearful of losing their business because 
of dislocations. It seems that, if the project succeeds, the one that 
wants the modern area wins the argument, and they proceed, but they 
run into all of these problems—dislocation, the question of property 
rights. 

I have letters from people—we have several projects going on in 
Los Angeles. I have letters from people today who say “Why don’t 
you stop the Federal Government coming in and pushing me out of 
my house.” The Federal Government, they claim, is in this instance 
moving them out against the will of the people who live in their 
houses. 

Now I know there is a combination of the city and the Federal 
Government in this respect. This person may not be fully informed 
and probably doesn’t agree with urban renewal at all but he is in- 
volved in the area and is told to get out of the house that he owns 
in order to make way for a more modern area, 

Mr. Wacker. Well, Mr. Congressman, this is aggravated because 
urban renewal takes in larger areas, but it does not really differ from 
the highway programs and other programs which have used the power 
of eminent domain, except in degree. 

Mr. McDonoveu. That degree is very wide. Now highways are 
one thing: urban renewal is quite another as far as right-of-way and 
eminent domain. In urban renewal it is not the same as eminent do- 
main in highways. [think we ought to make that point clear. 

Mr. Warker. Lagree. 

Mr. Rains. I would like to limit the questions. We are running 
very late. I regret very much to say to the witnesses that we have 
to delay, but we want everybody to have a chance to ask questions. 

Mr. Derwinskr. First of all, Mr. Chairman, I want to concur with 
the compliments you paid Mr. Walker. I would like to ask one ques- 
tion. You indicate, sir, that the $300 million of authority that you 
have available July 1 is suflicient for your operations; is that correct ? 

Mr. Waker. Yes, sir. 

Mr. Derwinskr. You will have no problem in continuing your 
effective program with that sum of money ? 

Mr. Waker. None whatsoever. That $300 million, of course, will 
be a much larger figure by reason of recaptures of unused authority, 
but the $300 million authorization which will be available on July 1, 
plus the recaptures, will be more than enough to take care of the busi- 
ness at the rate it is coming in. 

Mr. Ratns. You wouldn't want to say that you would be glad to 
cut it off at $300 million and stop it there? 

Mr. Waker. No, sir. 

Mr. Rains. I think it might as well be understood that if we want 
to keep it going, we have to do something about it. 

Let me express my appreciation. And for the other witnesses; we 
will be back at 2:30. We are going to hear every witness on the list 
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today. We appreciate your cooperation. We are sorry we can’t stay 
on the schedule. 
The committee is in recess until 2:30. 
(Whereupon, at 12:15 p.m., the hearing was recessed, to reconvene 
at 2:30 p.m.) 
AFTERNOON SESSION 


Mr. Rains. The committee will be in order. 

The first witness is Mr. Davern, Acting Commissioner of PHA. 

Come around, Mr. Davern. 

Weare glad to have you. 

Have a seat. 

You havea very brief statement, so you may proceed as you see fit. 

Mr. Davern. Thank you. 

Mr. Rarns. First of all, we are sorry to delay you, but I am sure 
you witnessed our troubles. We didn’t move as fast as we wanted 
to. 


STATEMENT OF LAWRENCE DAVERN, ACTING PUBLIC HOUSING 
COMMISSIONER 


Mr. Davern. Mr. Chairman and members of the committee, we ap- 
preciate this opportunity to present to the committee the status of the 
low-rent housing program. Our prepared statement will be confined 
to basic program facts. 

A statistical picture of the program follows: 











| Projects Units 
| 
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Percent of units occupied, 98.2. 
Approximate number of elderly persons in occupancy, 90,000. 
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PIPELINE 


The so-called pipeline or prospective inventory for the program 
as of January 1, 1960, included reservations and applications for a 
total of 67,581 units. These were accumulations since the enactment 
of the 1949 act. Many of them were dormant. 

In order that the Agency could consider this inventory in the light 
of the authorization for new contracts contained in the Housing Act 
of 1959, a detailed survey of all applications and reservations on the 
old inventory was made. In the course of this survey all localities 
were extended at least three written invitations to convert their 
applications or reservations into an annual contributions contract. 

A summary of the results of this survey in terms of units follows: 


Neen ard Based cesthis Ba‘ ada'nraletccthag sai bdsisminiasiion 17, 285 
a ca dean dik crabeien ipetene aiaanes uh 9, 709 
ERR a ERs eee EE Sen mT pay oe ae ae ee 40, 587 


Since January 1, 1960, new applications for 9,891 units have been 
received. 
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The Agency considers these applications as being active although 
some attrition will be experienced. Hence, the total inventory at this 
time for contracting against the 37,000 units authorized by the 1959 
act is approximately 27,176 units. 


NEW CONTRACTING 


New contracting is proceeding under the authorization contained in 
the Housing Act of 1959. At the present time all active reservations 
and applications are being processed. These programs involve more 
than 300 localities and therefore entail more than 300 workable pro- 
grams, local governing body approvals of  ageenpen loans, cooperation 
agreements, site selections and site approvals, et cetera. 


1959 ACT 


Program operations have been implemented by contract amend- 
ment or otherwise with the provisions in the Housing Act of 1959 
relating to low-rent housing. As of this time the new provisions 
appear to be working well. 

In keeping with the spirit of the 1959 act, the Agency has simplified 
its manual of policies and procedures. 


SELF-BUDGETING AND AUDITING UNDERTAKINGS 


All local authorities have been afforded the opportunity to approve 
their management budgets and to employ private accountants to audit 
their operations, in accordance with the understanding set forth in 
the legislative history of the Housing Act of 1959; 104 of the 840 
local authorities with management programs (or approximately 12 
ane a have elected to undertake their own budgeting. To date no 
ocal authority has employed private auditors. 

This concludes our seein’ statement. 

We shall be glad to enlarge on the foregoing or answer any ques- 
tions relating to the low-rent housing program. 

Mr. Rarns. I only have one or two. 

I notice that you say against the 37,000 units authorized, in the 
1959 act, that you have approximately 27,176 active units. Is that 
right ? 

Mr. Davern. Yes, sir. 

Mr. Rarns. Do you expect that number of units or approximately 
that number of units to be approved and to be used out of the 37,000 
units of the 1959 act ? 

Mr. Davern. No, sir, we would contemplate even out of this 27,176 
units, which we consider active at this time, some attrition. 

However, we would also contemplate new applications which are 
coming in every day. We feel that we will make the 37,000 units 
authorized by the Housing Act of 1959 before the end of the next 
fiscal year. 

Mr. Rarns. In other words, you feel that you will utilize that 37,000 
units before the end of this fiscal year, which will be June 30? 

Mr. Davern. No, sir, before the end of the next fiscal year. 

Mr. Ratns. Which would be 1961 ? 
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Mr. Davern. Yes, sir. 

Mr. Ratns. Well, in other words, you think you have enough units 
to go through the year 1961. Is that correct ¢ 

Mr. Davern. Y es, sir, both from a demand standpoint and partic- 
ularly because the inventory we now have is composed largely of 
very small projects, which makes a much larger workload than the 
number of units might indicate. 

Mr. Rarys. I have difficulty reconciling your testimony with the 
testimony we heard from Mayor Dilworth. He said they ‘need thou- 
sands of units in the city of Philadelphia alone. What is your com- 
ment on that ? 

Mr. Davern. Probably it would be helpful, Mr. Chairman, to give 
you a few figures on the Philadelphia program, and I would like to 
answer a few of the things brought up by Mayor Dilworth. 

Since the 1949 act, allocations for 12,450 units of program reserv 
tion were made to the city of Philadelphia. 

As of today, they have completed 5,149 units; 759 are under con- 
struction; 4,312 are in the backlog list of contracts; 2,230 have not 
reached any contract stage. 

May I say this: The Philadelphia Housing Authority is one of the 
best housing authorities in the country. It has done a yeoman’s job 
to accomplish its program. However, it has encountered most. un- 
usual local opposition and its program has been stopped with every 
start that they attempt. 

Mr. Rats. I am not interested in going into specific details of any 
particular setup, Mr. Davern. I will put my question on the line. 

Now, if you can’t answer it, tell me you can *t answer it. 

Do we need any more public housing units in this housing bill this 
year in order to keep the program alive and to meet the needs that 
the mayors and other people say exist ? 

Mr. Davern. It is our opinion, Mr. Chairman, that the present au- 
thorization will serve the demand on the program through fiscal 1961. 

Mr. Rarns. Through fiscal 1961. 

I don’t have any other questions. 

Any questions, Mr. Barrett ? 

Mr. Barrerr. Just one. 

Mr. Davern, have you noticed any shortage or any great demand 
for larger units for larger families? 

Mr. Davern. Yes, sir; there is a general demand nationally for 
larger units, and that springs partly because the early program, the 
original program, had a unit cost limitation in the statute, and the 
housing authorities in the early days overbuilt the small units. 

Also, there is the apparent social tendency of families of the younger 
generation to have larger families. 

Mr. Barrerr. Have there been any plans to make these smaller 
units larger to accommodate the larger families ? 

Mr. Davern. Yes, sir; we have in many cases approved, and we 
are still doing it, the consolidation of two small units to make a larger 
one. 

In our newer programs, provision is being made for larger units. 

Mr. Barrerr. May I ask you this last specific question. 

Has Philadelphia made a request to enlarge any of the units for that 
purpose ? 
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Mr. Davern. I don’t recall a specific request from Philadelphia. 
This scattered site project which Mayor Dilworth mentioned this 
morning would have largely contained 3-, 4-, and 5-bedroom units. 

That is the downtown “project in which existing row houses will be 
rehabilitated and used for low-rent housing. 

That program was stopped by litigation and is not going forward. 

Mr. Barrerr. I certainly like the statement you made on the effi- 
ciency of the Philadelphia housing authority and its being one of the 
finest in the country. 

Thank you. 

Mr. Ratns. Are there any questions, Ed ¢ 

Mr. Derwinskt. Yes, just one, Mr. Chairman. 

Mr. Davern, last week I understand Mr. Ferris of St. Louis Hous- 
ing Authority testified that the delays in the Federal housing pro- 
grams were caused by Government redtape and regulations. 

I understand Mr. Ferris is to appear baler this committee some- 
time in the next day or two. But I would like to know if you could 
speak to that point and tell us some detail about the situation in St. 
Louis. 

Mr. Davern. I read Mr. Ferris’ statement, and I was somewhat dis- 
appointed in it, as I regard him as a friend and as an able man in the 
housing field. 

Yes: there are delays in the low-rent housing program. These de- 
lays are costly. There have been delays in the St. Louis program, and 
I would like to relate to you a few of those cases. 

In 1959, the agency entered into an annual contribution contract 
with the St. Louis Housing Authority which included two projects, 
one identified as Missouri 1-8, to contain 300 units, and one identified 
as Missouri 1-10, to contain 575 units. 

This contract was based on development programs which identified 
sites for these two projects. 

Subsequent. to the execution of that contract, the housing authority 
abandoned the sites for these projects. Nothing has been done on 
those projects to date. 

In November of this year, the agency, in accordance with the terms 
of the annual contribution contract, notified the local authority that 
unless it would reactivate and prosecute the development of those 
projects, the agency would have no alternative but to cancel the con- 
tract. 

We received a reply from that letter in January of this year, asking 
for an extension of time. 

The housing authority plans to relocate this housing on an urban 
renewal projec ct site. 

Subsequent conferences with the local authority indicated a schedule 
of performance as follows: tentative site approval by April 15 of 1962 
commencement of site acquisition on January 15, 1963; and a con- 
struction contract in F ebruary of 1964. 

Another project in St. Louis where delays were encountered is proj- 
ect, Missour1 1-6—A, for which a contract was entered into between the 
Government and the local : authority in 1951. 

This project was to contain 662 units. 

The housing authority acquired the site and completed planning to 
a working drawing stage, involving expenditures of $1,769,000. 
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At this point a grand jury exploring juvenile delinquency in the 
area of this project recommended that further concentration of people 
in that area be avoided. 

The housing authority has abandoned this project except for the 
development of 112 units for elderly citizens. 

The indicated loss at this time on this project is estimated to be 
$300,000. 

I do not offer this evidence in criticism of the local housing author- 
ity. Iam fully appreciative of the problems that they encountered. 
I offer it only to emphasize that if there has been delays in St. Louis, 
they were not of the making of the Federal Government. 

Mr. Rarns. Any further questions? 

Mr. Derwinskt. Do you have any other areas of the country where 
you have similar delays? 

Mr. Davern. Mr. Congressman, as you will note in my statement, 
we list a backlog of annual contributions contracts covering 467 proj- 
ects, including a total of 88,085 units, 

Yes, sir; we have a number of projects which are being delayed, 
mainly because of the loss of sites. These projects are planned for 
a particular site. Subsequent to contract, sometimes subsequent. to 
planning, sometimes subsequent to acquisition of the site, and in a few 
cases with a contractor on the site, the local authority has been re- 
quired to abandon the site. 

Mr. Derwinsk1. Thank you, Mr. Chairman. 

Mr. Ratns. Do you have any questions, Mr. McDonough ? 

Mr. McDonoven. Do you find an increasing use of public housing 
units for housing elderly persons? 

Mr. Davern. Yes, sir; we estimate we have 90,000 elderly citizens 
in the program today. The program has always had elderly citizens 
init. Since 1956, the Congress has authorized the admission of single 
elderly people, and there is some movement and some enthusiasm 
for projects for the elderly all over the country. 

Mr. McDonoveu. What about the multistory public housing units 
where there is no elevator for these people ? 

Mr. Davern. I don’t believe we have any high-rise projects that 
aren’t equipped with elevators. 

Mr. McDonoven. All of them have elevators? 

Mr. Davern. If they are high-rise, an elevator is necessary. 

Mr. McDonoven. Aside from the elderly people, what do you find 
in the way of in-and-out occupancy of public housing; how well are 
the regulations enforced as far as increase in earning capacity and 
ineligibility asa result of that ? 

Mr. Davern. I believe that that is strictly adhered to throughout 
the country. The housing authorities have no more desire to have 
overincome tenants in their project than the Federal agency, and 
we have little or no problem in that area. 

Mr. McDonoven. That is all, Mr. Chairman. 

Mr. Rarns. Thank you, Mr. Davern. 

I will say this: I see our esteemed colleague from St. Louis came 
in. There has been some testimony in this record about St. Louis, 
and, Mr. Davern, after Mrs. Sullivan reads that testimony, she may 
want to question you more about that. If she does, we will have to 
have you come back. 
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Mrs. Sutuivan. I beg your pardon. I was detained. 

Mr. Ratns. If you find she wants to ask any questions about it, 
you will be glad to come back and let her ask those questions? 

Mr. Davern. We will be pleased to furnish any information which 
Mrs. Sullivan may wish. 

Mr. Rains. Thank you. 

I appreciate your patience with our delay. 

Mr. Davern. Thank you very much. 

Mr. Rarns. The last agency witness is Mr. Hazeltine, the Com- 
munity Facilities Commissioner. 

Come around, Mr. Hazeltine. 

We are delighted to have you here, but we regret that it took the 
better part of 2 days. 

Mr. Hazevttne. I realize that you have a very busy schedule and 
I have heard “we also serve who also stand and wait.” 

Mr. Ratns. Do you have college housing under you ? 

Mr. Hazevtine. Yes. 

Mr. Rarns. Yesterday Mr. Mason said FHA was not controversial 
in answer to Mr. Widnall and he also said the only other program 
that he knew of that wasn’t controversial was college housing. 

I wanted to say if that is true why isn’t there a request of the 
administration to authorize some more loan funds for it. 

Mr. McDonoven. That might make it controversial. 

Mr. Rarns. That might do it. You may proceed with your state- 
ment. It is brief, Mr. Hazeltine. I do want to ask you a few ques- 
tions about college housing when you get through. 

Mr. Hazevtine. Thank you, Mr. Chairman. 


STATEMENT OF JOHN C. HAZELTINE, COMMUNITY FACILITIES 
COMMISSIONER, HOUSING AND HOME FINANCE AGENCY 


Mr. Hazevrine. Mr. Chairman and members of the committee, I 
consider it a privilege to appear before the committee to assist in 
your consideration of housing legislation. In accordance with the 
request of your staff, 1 am here to report on the operations of the 
college housing program even though no legislation for this program 
is presently before this committee. As the committee knows, the 
Community Facilities Administration also administers the public 
facility loans program and the public works planning program. 

Pursuant to title LV of the Housing Act of 1950, as amended, the 
Housing Administrator is authorized to make loans to assist institu- 
tions of higher education to provide housing and related facilities for 
students and faculty where such assistance is not otherwise available 
on equally favorable terms. To date, funds committed under the 
program provide assistance for about 1,200 projects, including house- 
ing accommodations for about 285,000 students and faculty and also 
over 100 related facilities such as student unions, dining halls, and 
health centers. 

As of May 1, 1960, about $887 million has been disbursed for these 
loans, of which about $17 million has been repaid. There have been 
no defaults in payment of principal and interest. Nearly all of the 
rest of the $1,175 million authorized for the program had been com- 
mitted by November 1959. 
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In administering this sizable loan program we, of the Community 
Facilities Administration, have been concerned with two principal 
objectives. First, to help the educational institutions construct their 
needed housing as quickly and as economically as possible without 
in any way interfering in the management and administration of 
higher education. Sec ‘ond, to develop sound loans that are reason- 
ably assured of repayment and are consistent with the practices of 
the capital market. As I testified on previous occasions, it is my 
firm conviction that the Federal Government should not be called 
upon to do the entire job of financing college facilities. Private capi- 
tal should be encouraged to participate in college facility financing. 
Toward that end CFA has required that college housing loans be evi- 
denced in the form of bonds because of greater marketability, and 
that the loan terms and conditions be patterned upon the standards 
of the capital market. For the public institutions whose obligations 
are tax exempt we have successfully arranged with one of the bond 
rating services to rate college bond issues. ‘To date that service has 
accorded an A or higher rating to bonds issued by five State educa- 
tional institutions. For private institutions CFA developed a stand- 
ard trust indenture to assure greater uniformity in the basic details of 
college housing bond security provisions and thereby improve their 
acceptability by private investors, 

Taking into account the increased birth rate during the war years 
and the higher percentage of students expected to enroll in colleges, 
it is estimated that college enrollments will expand from 3.4 million 
in 1959 to over 6 million students by 1970. College housing require- 
ments are expected to rise in the same proportion. 

As you know, the President’s budget did not contemplate an exten- 
sion of the college housing program, and no new authorization was 
requested. The present program would be replaced by a new type 
program consisting of loan guaranties for taxable bonds and grants 
for various types of college facilities under the administration of the 
Department of Health, E ducat ion, and Welfare. 

Mr. Chairman, this concludes my statement. 

Mr. Rats. Thank you, Mr. Hazeltine. 

Before we start with the questions, I see Mr. Bruce Savage, who 
has just been approved by the Senate committee as the new director 
of PHA. 

Stand up for us to see, please, 

I have only one or two questions. 

For one thing, I don’t think the Banking and Currency Committee 
is going to want to give up to the Labor Committee the financing of 
dormitories on college campuses of this country in the light of the 
fact that our program has been very successful. 

Mr. Hazeurine. I consider it so. 

Mr. Rats. Since the college housing program, as I understand it, 
ran out of funds about last November, you have a backlog of appli- 
cations of about $250 million; is that correct ? 

Mr. Hazettine. Something less than that. 

Mr. Ratns. What is the figure? 

Mr. Hazevrine. About $993 million, plus, as of May 1, 1960. 

Mr. Rarns. Now, on the Senate side, Senator Sparkman—and Sen- 
ator Fulbright I believe also—have introduced a bill which would 
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authorize $250 million at once, I assume to catch up with that backlog 
you are talking about, and another $250 million on July 1, 1960. 

Now, assuming that the Congress desires to carry on the program 
as it is now being carried on instead of the loan and grant proposal 
under Health, Education, and Welfare, assuming that, isn’t it reason- 
able to assume it will take a figure of that magnitude if we are to 
‘arry it On as We are presently carrying it on in the light of that 
backlog ¢ 

Mr. Hazeurrne. Our experience in the past 6 years is that there 
has been $200 to $225 million of applications per year. 

Mr. Rains. 200 to 225, 

Mr. Hazevrine. That is right. 

Mr. Rarns. And you don’t hear of any lessening in the applications 
in the next year or two, do you 4 

Mr. Hazevtinr. We would not expect any lessening. We would 
not expect any particular increase in that. It seems to have arrived 
at a level over the past 4 years. 

Mr. Ratns. About $225 million a year is just what it. is then? 

Mr. Hazevrine. That is the level at which it has been operating the 
last few years, yes. 

Mr. Rarns. And, of course, from the contacts which you have, which 
I think includes practically all of the presidents of State universities 
and every other kind of college, for that matter, who are interested 
in the program, there seems to be no doubt that. those educators prefer 
the present type of program rather than one proposed by the adminis- 
tration on loans and guarantees; isn’t that correct ? 

Mr. Hazevrine. That. has been indicated; yes, sir. 

Mr. Rarns. Thank you very much for your statement. 

Mr. McDonough ? 

Mr. McDonoveu. Mr. Hazeltine, you indicate that to date you 
have under program funds committed—I am reading your second 
paragraph—to provide assistance for about 1,200 projects including 
housing accommodations for about 285,000 students and faculty and 
also over 100 related projects for student unions, dining halls, and so 
forth. 

Does that include the $887 million ? 

Mr. Hazevrine. No; that includes ones on which we have commit- 
ments for loans. In some cases dormitories are under construction 
before disbursements are made by us because we have been quite dili- 
gent in attempting to get private financing for at least the construc- 
tion of the building. Many of them are nearly completed before 
we made disbursements from Federal funds. 

Mr. McDonovaeu. Then the $887 million is loans that have been 
disbursed on completed structures / 

Mr. Hazevtine. Yes; actually disbursed. 

Mr. McDonoven. And how many students does that now house? 

Mr. Hazevrine. That would cover—it is hard to break housing 
accommodation data between what the actual disbursements are and 
what the actual commitment is, because, as I say, the banks have been 
providing interim financing. 

We have committed certain sums above that amount. The stu- 
dents may already be housed before the actual disbursement is made for 
the final purchase of the loans. 
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Mr. McDonovcu. Then reading further in your third paragraph 
you say nearly all of the rest of the $1,175 million authorized for the 
program had been committed by November 1959. 

Mr. Hazevtine. That is right. 

Mr. McDonoveu. Can you estimate how many students that will 
accommodate when completed ? 

Mr. Hazertrne. We would have to break down the difference be- 
tween the actual disbursed funds and the committed funds. The 
figures in my statement related to committed funds. 

As you understand, when we have made an approved loan we con- 
sider those funds committed. Then the college may proceed to build 
its dormitory and when the entire project is completed and all dis- 
bursements are made, then we would include in disbursements what 
has been committed previously. Committed funds include both dis- 
bursements and nondisbursed funds. 

Mr. McDonoven. Well, do you mean to say that the $1,175 million 
authorized for the program has been committed, that was the total 
amount authorized and it has all been committed / 

Mr. Hazevrine. It has been committed with the exception of a few 
million dollars which is a sort of a reserve, such fund for construction 
overruns, some repayments, some actual rescissions, some difference 
between the estimated cost and the actual cost, so there is a balance of 
a few million dollars in that, plus the difference between the amount 
of the loans to hospitals for interns and nurses housing, which now 
totals about $23 nillien and the funds set aside for such purpose. 

Mr. McDonoven. We are speaking only about college housing. 

Mr. Hazevrrne. College housing includes a separate reservation for 
loans to hospitals for student nurses and interns housing. 

Mr. McDonoveu. They are student nurses. 

Mr. Hazertine. Yes. 

Mr. McDonover. What about your public facility loan program? 
How much of that is committed ? 

Mr. Hazevrtne. There is about $78 million of the $100 million 
actually committed in public facility loans, about $22 million still 
uncommitted. 

Mr. McDonovueu. And what projects did they comprehend ? 

Mr. Hazertrne. The greatest percentage of our projects are for 
sewer and water projects in very small communities when it is prac- 
tically impossible for them to get private financing at a reasonable 
rate. 

Mr. McDonoven. Now that supplements the amount of money that 
the Congress has recently passed on sewage disposal plants, stream 
pollution; doesn’t it? 

Mr. Hazerrine. The sewage disposal program, as administered by 
the Public Health Service, is for grants for actual sewage disposal 
plants. Our public facilities loans program could provide the sewer 
running from the plant or to the plant, the gathering system from the 
city running to the plant. 

Mr. McDonoven. What is the maximum loan on a public facility 
you have made, or what is your limitation under the law? I don’t 
recall it if there is one. 

Mr. Hazeurinr. We have been very successful in keeping these 
loans down to a minimum because we have been dealing primarily 
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with the small very deserving communities who have never before 
raised any money through the investment market. And $285,000 to 
$300,000 would be an average of the amount of money loaned to each 
one of the communities. During 1958 we took off some of those re- 
strictions in order to foster some additional construction, and we 
loaned a couple of larger amounts, but in the main it has all been 
around $300,000. 

Mr. McDonovau. In every case have you determined their bonding 
capacity could not stand this amount, or couldn’t raise that much 
money ¢ 

Mr. Hazevrine. In every case the bonds have been offered publicly 
and nationally and advertised through the national issues of the Bond 
Buyers and in other places. In many cases we are very glad to be 
able to say they have been purchased by others after we have helped 
them work up a reasonably good bond issue. 

Mr. McDonovert. The point 3 you made here in the next to the last 
paragraph of your statement, about it is estimated that college en- 
rollment will expand from 3.4 million in 1959 to over 6 million in 
1970. You will then need more authorization for college housing in 
the future. 

Mr. Hazevrine. The colleges will need funds from some source to 
build more housing. The administration is offering this other bill 
which is considered to be broader in some degree because of the fact 
that it includes academic facilities as well as housing, on a guaranteed 
basis rather than on a direct loan basis. 

Mr. McDonover. None of these colleges that you are assisting are 
State endowed, are they ¢ 

Mr. Hazevrine. About 50 percent, yes. 

Mr. McDonovucu. What is the matter with the State’s credit? What 
States do you find where we have to support their colleges ? 

Mr. Hazevrinr. Well, of course, you will understand these are all 
repayable loans, and in many States there are no appropriations made 
for housing, and in many other States they have not sufficient. ap- 
propriation for the housing of the increased student bodies. They 
have to go out on the open market to attempt to borrow the money 
necessary. Those are the ones that come to us for assistance, as well 
as the private colleges. In most cases the State institutions are able 
to issue only revenue e bonds. 

Mr. Rains. Just for the information of the committee, would you 
mind including in the record after your remarks a list of all of the 
college housing loans; how long a list. would it be ? 

Mr. Hazevrrne. It would be a list of 1,200, sir. We have it all 
available if you wish to have it placed in the record. 

Mr. Rains. Suppose you send us a list. We will look at it and if 
it isn’t too long we would like to put it in. If it is too long we will 
just put it in the files. 

_ Mr. Hazexurrxe. It will be pretty long, but I would be glad to send 
it. 

Mr. Rarns. And I wish you would send each of the members of 
the committee a list of what loans have been made, if you have it 
available. 

Mr. Hazevrine. Yes; we have it available. 

Mr. McDonovau. There are no classrooms in this whatever. 
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Mr. Hazevrine. No classrooms; they are all dormitories or dining 
halls, or related facilities. 

Mr. Rarns. Any questions! Mrs. Sullivan. 

Mrs, Suntnivan. Just one brief question. Mr. Hazeltine, following 
the statement of the chairman to you about the success of the college 
housing program, it is our understanding that the loan repayment 
record on the college housing loan program has been outstandingly 
successful. Is it true you haven't had a single serious default under 
this program, despite ‘the fact that you have disbursed nearly $900 
million to it 

Mr. Hazevtrine. That is correct, Mrs. Sullivan. 

Mrs. Sunuivan. That is all. 

Mr. Rarns. I wanted to ask one other question, if you don’t mind. 
Do you take particular pains—and I hope you will—with small col- 
leges in this program? I am thinking of junior colleges and smaller 
colleges. For instance, a member from South Carolina told me about 
a Catholic college down someplace in South Carolina that is over 200 
years old. It is one of the outstanding colleges, but it never has had 
over 500 students. Do you help those small colleges under your pro- 
gram ¢ 

Mr. Hazevrine. I wouldn't like to make a statement of preference 
other than to say, Mr. Chairman, that I am very much interested in 
the small college. Im many cases I believe we have helped them to 
really get on their feet and get going in the last few years, and we 
feel that they are our closest friends. 

Mr. Ratns. That had been my information, Mr. Hazeltine and I 
wanted the record to show that that had been done, so it wouldn’t 
be discouraging to the small colleges who want to come in and par- 
ticipate. 

Mr. McDonougu. Just one other point, these are all for college 
students, past the high school grade. 

Mr. Hazevrine. That is correct; they must be higher educational 
institutions. 

Mr, Rarns. Thank you. 

Mr. Derwinskt. One question. What is the average interest rate 
that you are now receiving on these loans ¢ 

Mr. Hazexrine. The interest rate is set by statute. It is one-quar- 
ter of 1 percent higher than the average of all interest-bearing obliga- 
tions of the United States, so that we have no control over that. 

At the present time it is 31g percent. 

Mr. Derwinsxi. What is it at the present time / 

Mr. Hazevrine. Three and one-eighth percent. 

Mr. Derwinskt. If the interest rate were, say competitive, if your 
rate was competitive to what private sources might wish to charge for 
loans in this field, do you think it would decrease this backlog that you 
speak of, of requests for loans from your agency ? 

Mr. Hazevrine. If the interest rates which we charged were com- 
petitive with interest rates in the open market, of course we would 
have a much lower backlog of applications. 

Mr. Derwinskt. In other words, the artificial interest rate which 
we set for you is one of the inducements for the schools to participate 
in your program ? 

Mr. Hazevsine. That is correct. It is set by statute. 
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Mr. Derwinski. Thank you. 

Mr. Rarns. Thank you, Mr. Hazeltine. 

Mr. Hazevrine. Thank you, sir. 

(The reports referred to have been submitted to the subcommittee 
and are as follows:) 

HovusING AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., May 26, 1960. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
U.S. House of Representatives, Washington, D.C. 

DEAR Mr. CHAtRMAN: In the Housing and Home Finance Agency’s testimony 
on May 16, 1960, before your subcommittee, on H.R. 12158 and other bills affecting 
our programs, we stated that there were certain provisions in the legislation 
on which we were not prepared at that time to comment, because further study 
was needed concerning their effects on our programs. The following is a report 
on these provisions. 

FEDERAL HOUSING ADMINISTRATION 


Regulation of rents and other restrictions on operation of section 207 multifamily 
housing made discretionary 


Section 103(a) of the bill would make regulation of section 207 multifamily 
housing rental charges and restrictions on the mortgagor with respect to sales, 
charges, capital structure, rate of return, and methods of operation discre- 
tionary with the Federal Housing Commissioner. Under present law such regu- 
lations and restrictions are mandatory. 

There is no need for the proposed amendment of the section 207 program. 
There have been no representations to FHA from the section 207 multifamily 
mortgagors that the requirements of FHA under the present provisions are 
burdensome or excessive. These restrictions can be and are adjusted on a 
case-by-case basis to meet any difficult problems of mortgagors. 

FHA regulation of the rate of return on and methods of operation of multi- 
family housing is essential to assure protection of the Government’s interest in 
the property as long as the mortgages covering the property are insured by FHA. 
Even though the law makes such regulation and requirements under other FHA 
multifamily housing mortgage-insurance programs discretionary rather than 
mandatory, FHA has administered them in substantially the same manner for 
all of the proograms. There has therefore been no discrimination in any way 
against the 207 rental housing programs because of the mandatory character of 
the provisions in the statute for such regulation and restrictions. 

No administrative problems which cannot be worked out without any change 
in the law are known to exist in carrying out these restrictions on mortgagors. 

The amendment could be interpreted by some as indicating congressional 
intent that there be a change in FHA’s present policies. Thus it would only 
lead to pressures to decontrol rents. 

Administration of the decontrol of rents in multifamily projects would be 
difficult. FHA would be beset by pressure groups on both sides, arguing for 
and against decontrol with considerable force. This would be particularly true 
in areas where low vacancy rates prevail. In such cases multifamily sponsors 
would insist on decontrol so as to realize increased return and at the same time 
public interest groups would strongly argue that the low vacancy rates indicated 
a shortage of housing and need for maintaining the rent control. 

We are not opposed to decontrol of rents if the law is amended to require 
decontrol. We believe that despite some of the foregoing arguments, supply 
and demand have generally created a situation wherein a free rental market is 
practical and desirable. However, if Congress should see fit to eliminate rent 
control, we would still favor retaining control of capital structure and methods 
of operation to such extent and in such manner as the Federal Housing Com- 
missioner might deem necessary to protect the Government’s interests. 


Deletion of provision requiring encouragement of housing for family living at 
reasonable rents and nondiscrimination against children 
Section 103(a) of the bill would delete from section 207 of the National Housing 
Act provisions which require FHA to administer the rental housing mortgage 
insurance program under that section in such manner that the program facili- 
tates “particularly the production of rental accommodations, at reasonable rents, 
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of design and size suitable for family living.” Another provision would also be 
deleted from section 207 which prohibits insurance of a mortgage under that 
section, unless the mortgagor certifies under oath that in selecting tenants he will 
not discriminate against any family by reason of the fact that there are children 
in the family, and that he will not sell the property while the mortgage insur- 
ance is in effect, unless the purchaser makes the same certification. 

We understand that these provisions were included in the bill through an over- 
sight in drafting, and that it is your intention to revise section 103(a) to pre- 
serve the present provisions in the law regarding housing for families with 
children. The Housing Agency is fully in accord with your proposed course of 
action. 

Because there have been some questions raised from time to time about the 
effect of the provisions now in the law on the production of rental housing for 
elderly persons and for other special needs, including housing needed for single 
persons, we would like to take this opportunity to clarify the manner in which 
the law now operates. The present law in no way precludes reasonable provi- 
sion for FHA-aided multifamily housing for occupancy by elderly persons or sin- 
gle persons or families without children. This is so because in the administra- 
tion of all its multifamily housing programs, FHA takes into consideration the 
neighborhoods in which the proposed rental projects are to be located, the local 
market in terms of potential tenants, their incomes and family characteristics, 
and other rental housing available in the community. These considerations are 
all essential in processing applications for mortgage insurance in order to assure 
that the project will be economically sound and meet sound underwriting 
standards. 


Marimum mortgage amounts, determination of replacement cost, postponed first 
mortgage payment, multifamily housing 

Sections 108, 104, 106, 107, and 109 of H.R. 12153 would change the present 
limits on the amounts of FHA-insured mortgages covering multifamily housing 
under all of FHA’s programs. This would be done by changes affecting the 
maximum statutory loan to cost ratio in section 207, and by including in replace- 
ment costs in multifamily programs, costs not only during construction, but after 
completion of construction up until the time a project is sufficiently occupied to 
produce rental income to meet expenses and debt service. The first payment on 
a mortgage would also, under amendments in these sections of the bill, be 
permitted to be made up to 2 years (4 years in the case of a section 207 mort- 
gage) after estimated completion date of a project. The Housing Agency 
opposes all of these provisions as being unnecessary and undesirable. Section 
103(b) would amend section 207 to provide that a mortgage under that section 
could not exceed 90 percent of the replacement cost of the project when coim- 
pleted, including the following costs up to the time of sustaining occupancy: 
market value of the land, utilities, architect’s fees, builder’s profit, organization 
and legal expenses, taxes, interest, premiums on mortgage insurance and other 
insurance, and other miscellaneous charges. Under present law, a section 207 
mortgage cannot exceed the cost of completed physical improvements exclusive 
of land, public utilities, streets, and organization and legal expenses. The 
present limitation provides a protection against windfalls which could arise in 
cases where the value of land allowable in cost certification substantially exceeds 
the actual cost of the land to the mortgagor. The proposed amendment of 
section 207 would not provide this protection. 

The amendments of the multifamily programs which would permit replacement 
cost to include taxes, interest, and other miscellaneous charges (including 
premiums for mortgage and hazard insurance) accruing during a period after 
the completion of construction pending sufficient occupancy of the project to 
produce income required to meet operating expenses and debt service would 
have the effect of permitting proceeds of the insured mortgage to be used to pay 
certain operating expenses of the project and interest on the mortgage itself. 
Such use of mortgage proceeds would violate all accepted principles and prac- 
tices of mortgage lending. Operating expenses and interest after completion 
of the project are in no way part of the cost of production of the project. 
These expenses and charges would not be considered a part of capital costs 
under either established appraisal or accounting practices. The seriousness 
of this provision is demonstrated by the fact that the addition of interest, taxes, 
and insurance charges for only 1 year to the capital costs of the project could 
increase the mortgage amount by as much as 7 or 8 percent. Such an increase 
would require a substantial increase in rents to support the increased debt 
service requirement. 
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The provisions would increase replacement cost estimates in all projects for 
the purpose of relieving hardships that may occur in only a few instances. The 
net result would be that the costs of the housing to the occupants would be 
increased unnecessarily, as would FHA’s insurance risks. 

In fact, under the proposal sponsors of projects would be protected from sub- 
stantially all risks. It would eliminate incentives on the part of a sponsor to 
exercise his own ingenuity in making his project successful in a minimum amount 
of time. 

There have been relatively few projects which have had such difficulty in 
rentals even during the first year that any form of financial relief was required. 
Most projects when properly planned and programed are able to operate in the 
black during the first year. 

FHA already has, under the present law, authority and diseretion to assist 
any sponsor who is in difficulty pending sufficient occupancy of a project to sup- 
port debt service and expenses. The objective of the proposal is being met 
in part by permitting the deferment of amortization of the mortgage and deposits 
to replacement reserve in those cases where the slow achievement of sufficient 
rental income creates a hardship. This type of action is preferable to increasing 
all mortgages in advance to provide additional cash funds for possible operating 
deficits after completion. In some cases, a portion of the project is rented and 
occupied prior to completion of the entire project. When a new project is 
well planned and designed and good merchandizing methods are used to attract 
tenants before the project is completed, there usually is no difficulty in operating 
the project profitably the first year after completion. The FHA has been success- 
ful in working out financing problems pending sustaining occupancy. There is, 
therefore, no need for these proposed provisions. 

Further liberalization of the urban renewal and relocation housing programs 
would, from the underwriting standpoint, add to the greater risk characteristics 
that already exist. The desirability of FHA’s overall operations continuing to 
be self-supporting and the need to assist the urban renewal, housing for the 
elderly, and cooperative housing programs must necessarily be weighed one 
against the other. We believe that before increased risks are required more 
time should be given to provide experience in administering the programs. The 
urban renewal and relocation housing programs are intimately tied into the 
urban renewal program. The urban renewal program itself has only in the 
last 2 or 3 years moved into redevelopment on a large scale. As experience is 
gained by personnel of both FHA and the Urban Renewal Administration in 
ways to coordinate their planning and to stimulate better community planning 
the two FHA urban renewal programs will proceed at a much more rapid rate. 
There is already indication of increasing results in these programs. 

As one of the means of improving the two FHA urban renewal programs, a 
committee has been established composed of officials of both FHA and URA. 
This committee has been meeting weekly since its creation in February. It 
has already put into operation a number of proposals aimed at better coordina- 
tion of the FHA and URA programs. 

As your committee was advised when FHA testified on this bill on May 16, 
the Housing Agency finds it difficult to justify at this time more assistance to 
cooperative housing than is already provided under the present law. Far more 
liberal Federal aids are now available to cooperatives than are available to 
those who do not wish to participate in a cooperative. These aids include, in 
addition to more liberal mortgage insurance terms and special assistance from 
FHA personnel in organizing and guiding cooperatives, the substantial benefits 
available under FNMA’s special assistance program. 

Varimum maturities, multifamily mortgages 

Sections 103, 106, 107, and 109 would provide new statutory limits on the 
terms of sections 207, 220, 221, and 231 multifamily mortgages. Under the new 
provisions the maximum term of the mortgage could be 40 years from the date 
of the first payment on the mortgage, which could be 2 years (4 years under 
see. 207) after completion of the project. In effect then, the maximum term 
could be as long as 42 or 44 years after completion of the project. Under present 
law, except in section 221, the terms are at the discretion of the Commissioner. 
A provision would also be deleted from section 221 which presently limits the 
term of a relocation housing project mortgage under that section to three- 
quarters of the remaining life of the improvements if less than 40 years. 

The Housing Agency opposes these amendments. A statutory maximum would 
encourage pressures on FHA to permit the statutory maximum in cases where 
such a long term would not be necessary or feasible. Under its present discre- 
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tionary authority FHA can permit terms as long as and even longer if necessary 
than those authorized by the bill. The removal of the limit of three-quarters of 
the remaining economic life on section 221 mortgages on existing housing would 
create an unjustifiable risk for FHA. Much of the section 221 program relates 
to refinancing of existing structures with relatively short economic life ex- 
pectancy. In such cases, 40-year terms are unrealistic. 

New section 210 mortgage insurance program for small rental projects 

Section 108 would authorize a new section 210 FHA mortgage insurance pro- 
gram for construction of small rental housing projects of not less than eight 
family units. The amount of a mortgage could not exceed $250,000, 90 percent of 
value, $2,500 per room (or $9,000 per family unit if the number of rooms in a 
project is less than four per family unit). The per-room and per-unit limits 
could be increased by up to $1,250 per room in high-cost areas. The interest rate 
could not exceed 6 percent and the mortgage could have a maturity satisfactory 
to the Commissioner. Cost certification provisions would be applicable to the 
new program. The Housing Agency is in favor of the objectives of section 108 
with provisions which would prevent possible abuses. A program to assist small 
rental housing projects would assist in the provision of needed rental housing in 
small communities that are unable to support the typical section 207 rental 
housing project. It could also be helpful in encouraging small rental housing 
projects owned and occupied by the mortgagors in metropolitan areas. Under 
the bill, the proposed projects would be free from certain requirements of the 
section 207 program. These include FHA contro] of rents or sales, charges, 
capital structure, rate of return, and method of operation; the requirement that 
the mortgagor must be a corporation; that the program must be administered to 
facilitate rental housing suitable for family living; and that the mortgagor must 
certify that he will not discriminate against children. 

Some of these controls should be made applicable to the small projects in order 
to prevent abuses and afford FHA sufficient security. Instead of establishing a 
separate program for small multifamily housing projects, provisions should be 
added to the existing section 207 program which (1) would give the Commis- 
sioner discretion to exempt small projects from such controls and provisions 
of that section as hinder small projects and (2) would assure authority in the 
Commissioner to prevent circumvention of controls that are normally appli- 
cable to large projects and should be applicable to the small projects. For ex- 
ample, it should not be possible under the amendment of section 207 for a 
mortgagor to finance a number of small projects with separate mortgages which 
would in reality result in one large project. 

FHA mortgage insurance program for site preparation and development 

Section 401 would authorize FHA to insure mortgages (including advances on 
the mortgages during construction) to assist in financing the development of 
land owned by or to be acquired by the mortgagor. The development of the land 
would be required to be economically sound. To be eligible for insurance the 
mortgage would be required to cover the land, utilities, and improvements on 
the land; have an amount not in excess of $5 million and not more than 80 
percent of the estimated value of the property securing the mortgage as of the 
completion of development, but in no event more than 80 percent of the cost of 
the land plus the cost of its development; have a maturity of not more than 5 
years; contain amortization provisions satisfactory to the Commissioner and bear 
interest at not more than 6 percent per annum; contain such other provisions as 
the Commissioner may prescribe; be executed by, and cover property held by, : 
mortgagor approved by the Commisisoner, and have been made to and be held 
by a mortgagee approved by the Commissioner. A land development insurance 
fund would be created for carrying out the provisions of the program by the 
transfer of $10 million from the war housing insurance fund, They war housing 
insurance fund would be reimbursed from appraisal and inspection fees and 
charges authorized to be collected under the program. No mortgage could be 
finally endorsed for insurance and no advance could be insured unless the mort- 
gagor certifies the actual cost of the development of the land. 

The Housing Agency favors the objective of this proposal, but objects to en- 
actment of section 401 at this time. As indicated in its previous testimony on 
this bill, the Agency has studied the need for such a proposal. However, we have 
identified sufficient problems to warrant further study. These include concern 
with respect to the speculative aspects of the program and its relation to com- 
munity planning. 

















GENERAL HOUSING LEGISLATION 111 


Replacement cost or value to include amount equal to FNMA fees and charges 


Under section 110 the Commissioner would be required in processing a multi- 
family housing mortgage for insurance purposes to include in his estimate of 
replacement cost or value an amount equal to the fees and charges (exclusive of 
the discount, if any) which FNMA imposes for its commitment to purchase 
and the purchase of the mortgage. This would result in an addition to the 
mortgage amount of approximately 1144 percent to the estimate of replacement 
cost or value, but the «actual value would not be increased. We are opposed to 
this section. FHA has followed the customary appraisal practice of including 
in value or replacement cost only those financing costs which can be considered 
typical in multifamily housing construction. The purchase of FHA-insured mort- 
gages by FNMA cannot and should not be considered typical mortgage financing 
since FNMA purchases only a small proportion of such mortgages. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


FNMA Special assistance for FH A-aided mortgages on nursing homes 


Section 211(e) of H.R. 12153 would add a provision to the FNMA Charter 
Act to provide a direct congressional special assistance authorization in an 
as yet blank amount for nursing home mortgages insured under section 232 
of the National Housing Act. FHA has thus far received very few applications 
for the insurance of such mortgages, and any real evidence as to the need for 
FNMA special assistance for mortgages covering nursing homes is lacking at 
this time. 

There is, however, good reason to believe that the favorable investment 
characteristics of section 232 mortgages, which do not exceed 75 percent of 
the Commissioner’s estimate of value of the security and which have a maxi- 
mum term of 20 years, should make them attractive to private investors. 

As you know, under existing law the President can authorize the purchase of 
section 282 mortgages under the FNMA special assistance functions when he 
determines such authorization to be appropriate. We are observing the progress 
of the section 232 FHA mortgage insurance program very carefully to ascertain 
whether or when the need for FNMA assistance under the special assistance 
functions may arise. In view of the circumstances surrounding section 232 
mortgages, and of the President’s existing authority to establish special assist- 
ance programs, we think the proposal is unnecessary and recommend against its 
enactment. 


Short-term loans under FNMA’s secondary market operations 


Section 202(d) of H.R. 12153 would provide for the establishment of a new 
lending activity under the secondary market operations that would be in addi- 
tion to the existing purchasing activity. The proposal would authorize FNMA 
to make loans of relatively short duration, that would mature in not more than 
12 months, on the security of mortgages insured by FHA or guaranteed by VA. 
The loans would not exceed 90 percent of the unpaid principal balances of the 
mortgages securing them, Under this bill, the aggregate amount of all loans 
outstanding at any one time could not exceed 10 percent of EF NMA’s borrowing 
authority under the secondary market operations. Subscriptions for FNMA 
stock would be required of each borrower equal to not more than one-half of 1 
percent of the loans it received from FNMA. 

Subject to the general criteria just indicated, FNMA would have necessary 
discretion with respect to the loans to determine the overall volume, loan-security 
ratios, interest rates, maturities, subscriptions to capital, and any applicable 
charges or fees. IFNMA’s determination of these matters is required to be con- 
sistent with the objectives that the lending activities should be conducted on such 
terms as will reasonably prevent excessive use of FNMA’s facilities, and that the 
lending operations should be fully self-supporting. 

It is our understanding that the new lending activity is not intended to be 
competitive with the customary mortgage warehousing services conducted by 
private banks. In other words, FNMA’s terms, conditions, and management 
practices with respect to the proposal should be such as could be expected to 
confine the loans to those on mortgages that are held in the permanent invest- 
ment portfolios of the borrowers, as contrasted to mortgages which are held for 
sale or that have been sold and not delivered. 

Although a lending operation so conducted would make the secondary market 
operations a source of some liquidity to permanent investors in home mortgages 
and would seem to be consistent with the objectives of the secondary market 
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operations, nevertheless we think it has not been demonstrated that there is 
need for such an additional FNMA service. It is our belief that, up to now, 
lending operations of this type have been adequately handled by private banks, 
and we know of no reason why the same situation should not prevail in the 
future. Accordingly, at the present time we recommend against the proposal 
as unnecessary. 


Secondary market in Federal Home Loan Bank Board 


Title IIT of H.R. 12153 is headed “Secondary Market for Conventional Mort- 
gages.” This title III would create and charter a Home Mortgage Corporation, 
to be operated under the Federal Home Loan Bank Board. The new Corporation 
would be authorized to buy or sell and otherwise deal in its discretion “with 
home mortgages issued by any member of a Federal home loan bank” on resi- 
dential property containing not more than four family units, and secured by a 
first lien on such property. 

In major features the proposed new Corporation would be comparable to the 
Federal National Mortgage Association. Although we find no such limitation in 
the language of the several sections, the heading of title III indicates that the 
new Corporation is perhaps intended to deal only in conventional mortgages. 
Mortgages of this type contrast with FNMA’s mortgages which are in the main 
Government insured or guaranteed. 

There is an unavoidable question whether a new corporation having objectives 
so nearly the same as FNMA’s, and which might involve uneconomic duplications, 
should be established by the Federal Government. And there is the further 
grave question whether access to the proposed new facilities should be restricted 
to members of the Federal home loan banks, especially since access to FNMA’s 
facilities is not restricted on any comparable basis. 

We share in the broad general concern that additional means should be de- 
veloped to encourage increases in the total amount of investment funds available 
for investment in residential mortgages. Since conventional mortgages are 
used to a substantial degree, our concern extends to that field no less than to the 
field of FHA and VA mortgages. If there were a place where conventional mort- 
gages could be sold or purchased—on a basis comparable to the manner in which 
Government insured or guaranteed mortgages can be sold to or purchased from 
FNMA—there can be no serious doubt that the attraction of conventional mort- 
gages as investments would be enhanced. 

To undertake to establish a secondary market facility for conventional mort- 
gages, however, will involve many practical difficulties that do not apply when 
the mortgages are FHA-insured or VA-guaranteed. Many of these arise from 
the lack of uniformity of conventional mortgages. 

Investor’s acceptance of conventional mortgages, wholly without Government 
backing, are largely dependent upon the maintenance of safe loan-value ratios, 
that is, the borrower must have an acceptable margin or “equity” in the security 
property. Necessary determinations depend, in turn, on accurate appraisals. 
We think that if an effective nationwide secondary market facility were to be 
developed, appraisals would have to be not only valid in a general sense, but 
appraisal methods would have to be standardized or made uniform so that they 
merited reliance and so that secondary market investors could purchase con- 
ventional mortgages with confidence. 

Such standardization presumably would be needed in many other aspects of 
mortgage transactions: For example, uniformity of escrow arrangements to 
take care of taxes and insurance, uniform forms of notes and mortgage instru- 
ments, and uniformity in forms of title evidence. 

Undertaking to accomplish the needed minimum amount of standardization 
would require an appreciable period of time and much work and expense. This 
situation is to be contrasted to that of the FHA-insured and VA-guaranteed 
mortgages, now being handled by FNMA, where substantial standardization has 
been attained. 

A different type of practical difficulty is that a new corporation whose assets 
consist mostly of conventional mortgages might itself have serious borrowing 
problems. There is some question whether the corporation’s debentures or other 
obligations could be issued and sold at an interest rate which would permit 
successful operations. The interest rate would presumably be higher than on 
FNMA’s debentures because assets consisting of conventional mortgage loans 
entail a greater risk of loss than assets consisting of FHA and VA mortgages. 
FNMA has had to pay approximatley 5 percent interest on its debentures during 
the past 6 months. If the new corporation were to have to pay 5% to 6 percent 
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for its money, it could hardly afford to buy conventional mortgages with yields 
of less than 614 to 6% percent, after taking account of mortgage servicing costs 
and a bare minimum allowance for its own internal expenses. 

Turning to a different subject, the tax exemption features of the bill run coun- 
ter to recent Federal Government tax exemption policies, in our opinion. ‘These 
features can be best explained by comparison with FNMA. The bill contains an 
express provision that the “notes, bonds, debentures, or other such obligations 
issued by” the new corporation to investors shall be exempt, both as to principal 
and interest, from State and local taxation. The FNMA Charter Act contains no 
similar provision. Also, the bill exempts the new corporation from the payment 
of Federal income taxes. By law, FNMA is required to pay the equivalent of the 
full Federal corporate income tax on its comparable activities. (For the fiscal 
year 1959, FNMA paid more than $10 million as its Federal income tax equiva- 
lent.) We would suppose that the Congress would question very seriously the 
advisability of favoring any new corporation with these proposed tax advantages 
which are inconsistent with the Government policy trend that has been develop- 
ing for many years. 

Section 304(a) of the bill states that ‘the Federal home loan banks shall 
subscribe to such stock” of the new corporation. In our opinion, the propriety 
of such a mandatory provision, and perhaps its legal effectiveness, are open to 
some question because the banks are essentially privately owned institutions. A 
provision for participation by the banks on a truly discretionary basis would 
be more nearly consistent with their private ownership. 

To repeat, it is positively not our purpose to indicate that provision should not 
be made to facilitate the purchase and sale of conventional mortgages. On the 
contrary, any proposal of this sort merits exhaustive and sympathetic study 
and analysis. Conventional mortgages are a major factor in providing the tre- 
mendous sums of money needed for both new and existing housing on a con- 
tinuing overall basis. Rather, it has been our purpose to show some of the 
problems that we believe deserve careful consideration in the light of the prac- 
tical experience gained over many years from FNMA’s comparable operations. 


URBAN RENEWAL ADMINISTRATION 


Urban renewal relocation payments 


When we testified before your committee on section 101 of H.R. 12152 we 
indicated that the Housing Agency was preparing a legislative proposal to im- 
prove the system by which payments are made to families and businesses relo- 
cated from urban renewal areas, without the undesirable features of some of 
the legislation now pending before the committee. This proposal is now incor- 
porated in a draft amendment to title I of the Housing Act of 1949. Copies of 
the draft are enclosed. The amendment has two major purposes: first, to pro- 
vide for more realistic payments to reimburse families or businesses when they 
incur moving costs and losses of property far in excess of the dollar limitations 
in the existing law; and second, to absorb the cost of relocation payments into 
the same system of accounting as all other urban renewal project costs, which 
are shared by the Federal Government and the locality carrying out the project. 

In explanation of the first of these purposes, we believe that the existing 
limits on relocation payments—$200 for families or individuals, and $3,000 
for businesses—are adequate to avoid any undue hardship in the great majority 
of cases. However, there are a few cases—usually involving business concerns— 
where moving expenses and losses of property amount to a great deal more than 
the amount of reimbursement permitted under the existing limits. The differ- 
ence—the amount that cannot be reimbursed—may be sufficient to cause a 
business to fail. The meet this sort of situation, we are proposing under cer- 
tain conditions to remove the fixed limits of $200 and $3,000 from relocation 
payments, and to permit reimbursement of owners and tenants of acquired prop- 
erty in amounts up to 25 percent of the value of the property, as estimated by 
the Housing Administrator. This is parallel to the provisions of S. 2583, an 
administration bill which would provide relocation payments for owners and 
tenants of property acquired for Federal purposes by the departments and 
agencies of the executive branch. §. 2583 was favorably reported last week by 
the Senate Committee on Government Operations. 

Since our experience has shown that almost all families can be relocated at 
a cost of less than $200 for moving expenses and losses of property, our amend- 
ment would not change the provision of existing law which permits local public 
agencies to set fixed payments of up to $200 for all the individuals or families 
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relocated from an urban renewal project. This procedure eliminates a consider- 
able amount of detailed recordkeeping and reduces the burden of paper work 
that is imposed on the local public agency. 

It will be clear from what I have said that our proposed amendment would 
increase the overall cost of making relocation payments—a cost that is now 
borne by a 100 percent Federal grant, administered separately from the normal 
grant for the Federal share of project costs. We have long felt that it is 
inequitable for the Federal Government to pay the entire amount of the reloca- 
tion payments, while all other normal projects costs are shared by the locality 
carrying out the project. In addition, the administration of two separate Fed- 
eral grants, based on different financing formulae, creates a cumbersome system 
of double bookkeeping that adds to the difficulties of project execution. Con- 
sequently, we believe that localities desiring to take advantage of the proposed 
liberalization of relocation payment limits should agree to share the cost of 
relocation payments on the same basis as other project costs. Our amendment 
would accomplish this by including relocation payments among the expenditures 
that are charged to gross project cost. 

We realize that in some States there are constitutional or other legal obstacles 
to the use of local public funds for making relocation payments, and we under- 
stand that this was the reason Congress originally provided for the 100 percent 
Federal grant. In recognition of this, our amendment would be applied on an 
optional basis: In States where localities are prohibited by State law from 
sharing in the cost of relocation payments, the provisions of the existing Federal 
law would continue to apply. In States which authorize their localities to share 
these costs, a local public agency could choose to do so, and thus obtain the ad- 
vantage of the liberalized payment limits. We hope this will encourage States 
which do not now authorize the sharing of these costs to amend their laws or 
constitutional provisions to that sharing will be possible. 

Public disclosures by urban renewal redevelopers 

Your committee has requested us to comment on the recommendations made by 
the National Association of Housing and Redevelopment Officials for revision of 
the “public-disclosure” provision of the Housing Act of 1959. As you know, this 
provision requires a local public agency to obtain from a potential redeveloper, 
and to make public, a statement of the redeveloper’s principal sources of owner- 
ship capital, and other information, prior to entering into a contract or under- 
standing for the disposition of project land. The association recommends that 
this provision be amended so that it would not apply to sales of land to public 
and private nonprofit redevelopers, to businesses or individuals who have been 
displaced by clearance activities, or to abutting property owners. We believe 
that this is a sound recommendation, although we feel that it may be wise to 
require nonprofit redevelopers to file statements giving evidence of their noprofit 
status. 

The National Association of Housing and Redevelopment Officials has also 
recommended that the word “understanding” should be eliminated from the 
public disclosure provision. We are in accord with this recommendation, 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report insofar as the Bureau is concerned. 

Sincerely yours, 
NorRMAN P. Mason, Administrator. 


PROPOSED AMENDMENT TO URBAN RENEWAL RELOCATION PAYMENT PROVISIONS 


Src. ————. Section 106(f) of the Housing Act of 1949 is hereby amended— 
(i) by changing the period at the end of paragraph (1) to a colon and 
adding the following: “Provided, That upon request of the local public 
agency such relocation payments may be included in gross project cost on 
the same basis as other project expenditures, in which event the dollar 
limitations set forth in the second sentence of paragraph (2) of this sub- 
section shall not apply, but the total of such payments to individuals, fami- 
lies, and business concerns displaced from a parcel of real property shall not 
exceed 25 percent of the fair value, as estimated by the Administrator, of 
such real property. Payments under this subsection shall be subject to 
such rules, regulations, and limitations as may be prescribed by the Admin- 
istrator.”; and 
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(ii) by striking out the last two sentences of paragraph (2) and inserting 
the following in lieu thereof: “Such payments shall not exceed $200 in the 
case of an individual or family, or $3,000 in the case of a business concern. 
Payment to individuals and families of fixed amounts (not to exceed $200 
in any case) may be made in lieu of their respective reasonable and neces- 
sary moving expenses.” 

Mr. Rarns. Our next witness is Mr. Robert E, Scott, chairman of 
the National Association of Real Estate Boards, Realtors Washing- 
ton Committee. 

Come around, Mr. Scott; and with him is our friend, Jack Wil- 
liamson. 

Mr, Scott and Mr. Williamson, we are sorry to have delayed in get- 
ting to you, but I am sure you understand our circumstances. 

Mr. Scorr. It is perfectly all right, Mr, Chairman. 

Mr. Ratns. We are glad to have you here. You may proceed with 
your statement in any way you see fit. 


STATEMENT OF ROBERT E. SCOTT, CHAIRMAN OF THE REALTOR’S 
WASHINGTON COMMITTEE OF THE NATIONAL ASSOCIATION OF 
REAL ESTATE BOARDS; ACCOMPANIED BY JOHN C. WILLIAMSON, 
COUNSEL 


Mr. Scorr. Mr. Chairman and members of the subcommittee; I am 
Robert E. Scott of Elizabeth, N.J., where I have been engaged in 
the real estate brokerage and mortgage banking business for more than 
28 years. I appear before you on behalf of the National Association 
of Real Estate Boards, a federation of 1,341 local real estate boards 
with a membership of more than 67,000 realtors in every State of the 
Union. 

On behalf of our national association I appreciate this opportunity 
to express our views with respect to the several bills pending before 
the subcommittee. Our testimony will be rather brief with respect 
to some of the bills and more extensive as to others. I would like, first, 
to express our appreciation for the introduction by the chairman of 
H.R. 12216, a bill which represents the study, work, and general 
agreement of the National Association of Real Estate Boards, Na- 
tional Association of Home Builders, and the Mortgage Bankers As- 
sociation of America. The latter two organizations will, I am sure, 
discuss this in their testimony. 

H.R. 12216 represents the culmination of many years of effort on the 
part of these three associations to develop a formula which could cure 
the mortgage industry of its chronic ailment—the fluctuation in the 
availability of mortgage money which finds the industry and the 
borrowers always in either a feast or a famine. This subcommittee 
and its staff have also devoted considerable time and effort to the study 
of such a facility. 

Some refer to this objective as a central mortgage discount bank, 
others as a central mortgage reserve facility. Whatever the label, 
since the rechartering of FNMA in 1954, we have always believed that 
FNMA possesses the framework within which we could develop a 
facility which would accomplish the desired objective. 

The bill, H.R. 12216 is divided into two parts. One would make 
certain changes in the present FNMA, and the other would create new 
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local and regional mortgage investment companies. ‘The provisions, 
briefly, are: 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 


1. FNMA would be authorized to make short-term loans on the 
security of FHA-insured and VA-guaranteed loans. This is similar 
to the provision in last year’s vetoed S. 57, which provision was elimi- 
nated from the bill as subsequently enacted. It is also similar to title 
II of H.R. 12153, introduced by the chairman. 

2. A Board of Directors of three persons appointed by the Presi- 
dent, subject to confirmation by the Senate, would replace the present 
unsatisfactory arrangement whereby the President of FNMA is ap- 
pointed by the Housing and Home Finance Administrator who is 
Chairman of the present Board of Directors. The Chairman of the 
President’s Council of Economic Advisers and the Assistant Secre- 
tary of the Treasury are also members of the present Board of Di- 
rectors. 

FNMA’s augmented role envisioned by this bill certainly dictates 
that its stature be not less than that of the Federal Home Loan Bank 
Board. 

3. Loans would be for 12 months, and borrowers would be required 
to subscribe to common stock in an amount not in excess of one-half 
of 1 percent of the loan, which subscription would be nonrefundable ; 
loans would be renewable for an additional 12 months upon purchase 
of an additional one-half of 1 percent in nonrefundable stock. Loans 
may not exceed 90 percent of the unpaid principal balance of the 
mortgages pledged. 

4. FNMA’s borrowing authority would be increased to 15 times 
its capital, surplus, and reserves, instead of 10 times as under existing 
law. 

5. An advisory council would be created consisting of 12 members, 
selected by the Board of Directors for 2-year terms, who would repre- 
sent all segments of the industry. 


FEDERAL MORTGAGE INVESTMENT COMPANTES 


1. The Board of Directors of FNMA would be authorized to char- 
ter and supervise Federal mortgage investment companies upon the 
application of at least five qualified persons. These could be capital- 
ized at not less than $1 million, 25 percent of which must be sub- 
scribed in cash, Government securities, or first mortgages, before a 
charter may be issued. The entire $1 million must be subscribed be- 
fore the FMIC’s may borrow from the public. No Federal money 
is involved, and there is no Treasury backstop. These companies 
would have to stand on their own feet. 

2. These FMIC’s would be authorized to originate, purchase, serv- 
ice and sell FHA-insured and VA-guaranteed mortgages out of their 
borrowings and capital. However, they would be able to originate 
and neers ath conventionally financed mortgages, both residential and 


nonresidential, up to 75 percent of appraised value, but only out of 
‘apital. We believe that this latter provision is a most significant 
step, because it points the way toward a central mortgage reserve 
facility for all types of real estate mortgages. However, in view of 
the fact that money borrowed by the FMIC’s through the issuance 
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of obligations to the public may be used only for FHA and VA 
mortgages, activity with respect to the latter will represent FMIC’s 
principal activity. 

3. FMIC’s would be authorized to issue their obligations up to 20 
times their paid-up capital and surplus. These obligations would not 
be federally-guaranteed and would not be tax-exempt. 

We are confident that many of these Federal mortgage investment 
companies will be organized and will be able to tap local or regional 
sources of funds which may not be readily available for mortgage 
investment at the present time. These local sources could be individual 
savings as well as pension and retirement funds. 

In many respects this proposal reaches back into the National Hous- 
ing Act as it was originally enacted in 1934. Title III of that act 
authorized the creation of national mortgage associations to purchase 
and sell first mortgages on real estate and to issue their eT saad 
to the public. At the request of the President in 1938, the FHA 
chartered the first and only one of these national mortgage associa- 
tions, and this became the Federal National Mortgage Association. 

The architects of this original proposal must have envisioned the 
creation of local and regional mortgage associations chartered and su- 
pervised by an instrumentality of the Federal Government—in that 
instance, the FHA. Now, 26 years later, appreciating the wisdom of 
this earlier proposal, we urge its reactivation with certain modifica- 
tions dictated by the experience gained throughout this period. 

Title III of the bill proposes certain cammidiatela to the Securities 
Act of 1933, the Trusts Indenture Act, the Investment Company Act, 
and the Internal Revenue Code, which are designed generally to make 
xpplicable to these Federal Mortgage Investment Companies provi- 
sions of the several acts as they relate to comparable institutions char- 
tered by instrumentalities of the Federal Government. 

We recognize that this committee does not have jurisdiction over 
uumendments to the Internal Revenue Code. However, we thought it 
best to follow the analogy of the Small Business Investment Act and, 
should title IL be approved by this subcommittee, we trust the House 
Ways and Means Committee might then be prevailed upon to consider 
the pertinent changes in the Internal Revenue Code. 

We recommend your sympathetic consideration of this legislation. 

We strongly recommend the subcommittee’s approval of the pro- 
vision in H.R. 12172 which would remove the statutory limitation as 
to time and outstanding insurance obligations with respect to the FHA 
title I home repair and improvement program. This program has 
proved an invaluable instrument for upgrading the housing standards 
of the country. Its success in this area dictates, in our opinion, an 
end to further speculation as to its continued existence. This is no 
blank check. The Congress would still have the right to investigate 
the program, amend it, or repeal it altogether, if it desired. 


H.R. 12214 


We also urge approval of H.R. 12214 which would extend the FHA 
mortgage insurance system program on a continuing basis. Our com- 
ments with respect to extending title I are applicable also to this 
measure. The FHA has made a magnificent contribution to the 
American people in the 26 years of its existence, and at no cost to the 
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taxpayers. Speculation as to the continued existence of this valuable 
program should cease to perplex and plague the home-buying publie 
and the great home-building and home finance industries so vital to 
the national economy. 

Approval of this legislation would by no means result in inability 
on the part of Congress to keep the program under continual scru- 
tiny. We have heard too much in the past about the FHA being a 
so-called hostage for omnibus housing bills containing programs 
which are unable to survive the legislative process on their own merits. 
Approval of the provisions of this bill, as well as H.R. 12172, would 
end once and for all the unfortunate controversy which recurs almost 
annually over the role of the FHA, or its alleged use as a vehicle to 
insure enactment of other programs having no relationship to the high- 
ly successful FHA mortgage insurance system. 


H.R. 12153 


We would like now to address ourselves to several of the provisions 
of H.R. 12153, the omnibus bill introduced by the chairman. We have 
already referred to some. Others we will not cover in our testimony 
because the Realtors’ Washington Committee has not had an oppor- 
tunity to study them and to recommend association policy. 


SALES HOUSING—-SECTION 102(A) 


We recommend approval of this section which would increase the 
maximum single-family mortgage from $22,500 to $25,000. We be- 
lieve the change is necessary to give the section 203 program the broad 
basis which its original architects and the Congress envisioned. 

Sections 102 (b) and (c) would provide for “no downpayment” on 
homes appraised at $13,500 or less, and would reduce the downpay- 
ments on houses appraised at values in excess of this amount. In 
addition, the maturity period would be extended to 35 years. 

Our association considered the liberalization of downpayments and 
the extension of the maximum maturity period approximately 1 year 
ago, and concluded that there did not exist sufficient justification for 
any liberalization of the existing downpayment or maturity with 
respect to FHA sales housing programs. Our position remains 
unchanged. 

With respect to section 102(d), our association believes that the 
FHA Commissioner should have the discretionary authority to reduce 
the mortgage insurance premium to one-fourth of 1 percent. We do 
not recommend approval of the provision in this bill which would 
reduce the premium and shift to the FILA the burden of proving that 
such reduced premium is inadequate. 


RENTAL ILOUSING 


Section 103(a) would amend section 207 to make it clear that the 
control of rents, methods of operation, etc., are discretionary with the 
FHA Commissioner rather than mandatory. This would resolve 
some legal arguments due to the difference in language used in section 
207 and section 608. The language in section 608 is clearly 
discretionary. 
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We believe that approval of this amendment would signal to the 
FHA that the time has come to seriously consider relaxing the 
agency’s controls over rental housing programs. Control of rents 
injects the FHA into minute supervision of the methods of operation 
of these projects, and imposes supervision which has no relationship 
to the insurance of the mortgage. 

Seven years have now elapsed since the Congress eliminated all 
authority for Federal rent control. 

We believe that the relaxing of these controls would remove the 
principal deterrent to the construction of more rental housing in the 
urban areas where it is and will be most needed. 

Section 103(c) would permit developers building section 207 proj- 
ects on leaseholds to build up to a maximum room and dollar limits 
provided in section 207(c)(3). The FHA by regulation reduces the 
mortgage determined by such dollar limits, by the value of the fee 
when the project is constructed on a leasehold. This has created an 
anomalous situation, because under the regulations the greater the 
value of the land the less the mortgage that may be obtained on the 
project. This prevents the builder on a leasehold from building as 
good a project as one built on similar land on a fee basis. We do not 
believe that it was the intention of the Congress that the FHA should 
discriminate between a few and a leasehold. We do not believe that 
legislation is necessary, but perhaps the committee could indicate in its 
report that it has always been the intent of the Congress that the 
FHA should discriminate between a fee and a leasehold. We do not 
believe that legislation is necessary, but perhaps the committee could 
indicate in its report that it has always been the intent of the Congress 
that builders on leaseholds should be able to obtain mortgages up to 
the maximum room and dollar limits set forth in the statute. 

We furthermore believe that the FHA should permit mortgages 
on leaseholds only in areas where they are customary. It must be 
realized that a considerable amount of desirable land in urban areas 
can be made available on a leasehold basis, that is not and cannot be 
made available on a fee basis. Unless the attitude of the FHA 
changes with respect to the treatment of leaseholds, a considerable 
amount of land highly appropriate and desirable for section 207 
projects will not be made available. 

We strongly urge the approval of section 108, which reactivates 
a mortgage Insurance program for small rental housing projects. The 
section revives a program comparable to section 210, which was re- 
pealed in 1939. 

Approval of this section would fill a growing need for small rental 
housing projects in areas where a section 207 project would not be 
economically feasible. We note that the proposed section provides 
for a minimum of eight family units and a maximum mortgage of 
$250,000. In view of the fact that section 203(b) includes one to four 
family units, and section 207 starts at eight families, we urge the 
subcommittee to reduce the minimum number in the proposed new 
section to five units, in order that there may be small projects of five, 
six, or seven units for which there is presently no provision in the 
FHA system. 

This program would retain the cost certification requirements, and 
the maximum per room and unit dollar limitations in determining 
the mortgage, as are now applicable to section 207. 

We strongly urge the approval of this section. 
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SECONDARY MARKET FOR CONVENTIONAL LOANS 


Title III of the bill would create a Home Mortgage Corporation 
within the framework of the Federal Home Loan Bank Board, which 
corporation would provide a secondary market for loans made by 
federally chartered savings and loan associations. 

The Corporation’s stock would be subscribed by the Federal home 
loan banks and by member associations who would sell mortgages 
to the Corporation. The Corporation would issue obligations up to 
10 times its capital, surplus, and reserves. 

Our association has had this proposal under study for several 
months and has endorsed it with two changes, as follows: 

1. Section 305 should be amended to limit the authority of the 
Corporation to conventionally financed mortgages. Under the terms 
of the section, the Corporation could also buy and sell FH.A-insured 
and VA-guaranteed mortgages. In view of FNMA’s activity in the 
FHA and VA market, we do not believe that FNMA and the pro- 
posed new Corporation should be indirect competition with each other 
or have overlapping functions. The Corporation could play an im- 
portant role in the conventional financing field, and we applaud the 
chairman’s action in bringing the subject to the attention of the 
subcommittee. 

2. Section 307 should be amended to delete the tax exemption as to 
principal and interest of the obligations issued by the Corporation. 
Probably the best argument against this is the fact that FNMA’s 
obligations are not tax-exempt. Also, we have recommended that the 
obligations of the proposed Federal mortgage investment companies 
be not tax exempt. Tax exemptions are hidden subsidies which 
should be avoided. 


DEPARTMENT OF HOUSING AND METROPOLITAN AFFAIRS 


Title IV of the bill provides for the establishment of a Department 
of Housing and Metropolitan Affairs headed by a Secretary who 
would be a member of the President’s Cabinet. All functions of the 
Housing and Home Finance Agency would be transferred to the new 
Department. 

Transforming the Housing and Home Finance Agency into a De- 
partment with Cabinet status presupposes that Government’s role in 
the field of housing is a permanent and expanding one. It is still the 
hope of the National Association of Real Estate Boards that Govern- 
ment’s role will be a lessening one. At least our association has not 
conceded that this lessening role is beyond attainment. On the con- 
trary, we note encouraging signs. Three of the major Government 
housing agencies are re fulfilling their statutory obligations with- 


out any cost to the taxpayers. These are the Federal Home Loan 
Bank System, the Federal Housing Administration, and the Federal 
National Mortgage Association. These agencies represent more than 
70 percent of the housing mortgage transactions entered into during 
the past year. The other agencies administer welfare-type programs. 
There is serious question as to the advisability of merging the business- 
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like and welfare-type functions of the six agencies into an integrated 
Department of Housing. 

Some proponents of the bill argue that housing does not have ade- 
quate voice on the Cabinet level—that a Secretary of Housing would 
be in a better position to resist acceptance of decisions which some 
contend are against the interests of housing. This argument concedes 
that there are people in high places who are against housing—an argu- 
ment that can’t survive even slight examination. 

Our association opposes enactment of this measure. 





H.R. 12152—-RELOCATION PAYMENTS 


We question the propriety of the Federal Government becoming 
financially involved in the relocation of families and business from 
urban renewal areas. We believe it would be more consistent with 
Federal-State-local relations if a local government were to be required 
to furnish, as part of its relocation program, some means of reim- 
bursing the costs of relocation from local funds. The principle of 
Federal financial assistance for relocation reflects the further erosion 
of local responsibility. We would prefer not only to halt the erosion, 
but to reverse the trend and increase local responsibility. 


REENTRY OF BUSINESS IN THE PROJECT AREA 


We concur in the provision of section 101(c) that, to the maximum 
extent feasible, businesses displaced from an urban renewal area would 
be given a reasonable opportunity to relocate in the commercial sector 
of the project. 

{ssential as it is to the cause of urban renewal, the power of eminent 
domain for this purpose has put a strain on the basic human right of 
pengnrt y ownership. It would be well, we believe, to ease this strain 
xy permitting at least a reasonable opportunity for relocation of a 
displaced business in the same project area. 

We oppose title II of the bill which would launch the Federal Gov- 
ernment on a costly and adventuresome scheme of lending money at 
2 percent for 60 years. We question the premise underlying this 
and similar proposals which recite the so-called obvious gap between 
public housing and FHA programs. In the Senate, with respect to 
» similar bill, the sponsors refer to the gap as “shocking.” One has 
but to behold the evidence in every community in the land to appre- 
ciate that the gap is neither obvious nor is it shocking. 

The arguments we hear advanced for Federal intervention in the 
middle-income housing field through subsidized direct lending are an 
example of reverse reasoning. Apparently some groups have con- 
cluded that some program should be devised to help the great middle 
class. 

We respectfully submit that while it is desirable to reduce by every 
»yractical means the cost of financing homeownership, it can never 
* accomplished by legislating interest rates which bear no relation- 
ship to the cost of borrowing money. 

The Government can create an illusion, but it cannot create money 
at an interest charge of 2 percent. 
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The holding out of a promise of mortgage money at 2 percent is 
either illusory or lays the ade for vast subsidies that would soon reach 
staggering proportions and imperil our entire economic system. 

We urge the subcommittee not to accept the housing gap psychology, 
and the illusion of cheap inflated dollars, and to reject the proposed 
program under title IT. 

That concludes our prepared testimony, Mr. Chairman. We thank 
you for the opportunity of presenting it. 

Mr. Ratns. Thank you, Mr. Scott. Speaking for myself, I always 
appreciate a witness who is for something as well as against some- 
thing, and I will say that your testimony today certainly represents 
a lot of thought and a lot of helpful suggestions. 

Before we get into discussion of some of them, I want to call your 
attention to one statement in which you refer to the savings and loan 
associations proposed secondary market within the Home Loan Bank 
Board. You are in error about the debentures being tax exempt. 
If you will look on page 46 and read this line: “Nothing in this sec- 
tion shall affect the applicability of the Public Debt Act of 1941.” 
According to the lawyers up here that says that they are not tax 
exempt. 

Mr. Wi1aMmson. Well, apparently there is a conflict. We were 
basing it on the statement on page 45, but then I can see where 

Mr. Ratns. Well, I don’t understand enough of the legalistic terms, 
Mr. Williamson, but it was the intention of the bill that the debentures 
would not be tax exempt, and we were told that that sentence is the 
saving one. We will check again. 

A any rate, it was my understanding that they would not be tax 
exempt, and I will say that I don’t think they should be tax exempt. 

Now, I appreciate the long, hard work that you have given and 
the thought and study that is manifested in the so-called Central 
Mortgage Bank or central mortgage facility, whatever you want to 
eall it. I introduced it by request, I wanted it presented to this com- 
mittee, and you have done a most excellent job. I am sure you were 
here this morning when we asked Mr. Baughman to give us a full 
and complete and detailed study of it. 

We actually also want to get a full and complete and detailed study 
of the tax angles, even though it will not come under our committee. 
It would have to be, as you suggested, finally before the Ways and 
Means Committee, but we want to know what the end result of all 
of it would be. 

It looks to me like a very fascinating proposal and it also appears 
to be one that it would be difficult for anyone to oppose, once you get 
the bugs out of it. 

I am going to ask you a few critical questions about it, though, just 
to see if you can answer them. 

Mr. Soort. I will try. 

Mr. Rarns. First of all why are these companies needed when 
FNMA presently performs most of the same functions? 

Mr. Sort: Well, we think it is needed, Mr. Chairman, because 
there are certain locked-in funds which can invest only within their 
area. Those funds therefore would not be available to FNMA which 
floats debentures on a national scale. 
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Further than that, these Federal mortgage investment companies 
locally organized, locally operated, might appeal to people who would 
have confidence in the character and integrity of the people who are 
operating it. They would be local, they would enjoy local prestige 
and therefore their debentures might be more readily salable locally 
than the issues of some national concerns or corporations, 

Mr. Rains. Now the debentures as you visualize them would not 
have any Government guarantee back of them ¢ 

Mr. Scorr. None whatsoever. 

Mr. Ratns. Why then do you think it necessary to have any Gov- 
ernment tie-in whatsoever as far as being Government sponsored ? 
Of course, I know savings and loan associations are Government 
chartered, but what is the answer to that ? 

Mr. Scorr. We think, first of all, that the Federal National Mort- 
gage Association would be the proper concern to charter these com- 
panies and see they are properly created, and, secondly, to supervise 
their activities just as the FHA supervises its chartered lenders and 
the Federal Home Loan Bank Board supervises the savings asso- 
ciations and the Federal Government supervises the national banks. 

Mr. Rains. Mr. Scott, you are in the real estate business and, of 
course, you deal with all facets of the mortgage credit business. Do 
you think this new feature might be unduly competitive with local 
savings and loan associations and mutual savings banks ? 

Mr. Scorr. No, I don’t think so. 

Mr. Ratns. Do you think it would offer any possibility to tap 
sources of new mortgage credit that are not now available to housing ? 

Mr. Scorr. Yes; we are very enthusiastic about it. This is not the 
result of a few minutes’ work. These goes back over a period of many 
years when the National Association of Home Builders, the realtors, 
and the mortgage bankers have tried to reach common ground for 
the type of facilities such as we have described, and in working up 
the format and the organization of this creature we try to take into 
account whether or not it would have popular appeal. We cast about, 
and there was throughout the country considerable sentiment for this 
type of organization and the thought was that the debentures would 
be very readily salable on the local markets. 

Mr. Rarys. You say that its purpose, which is a very fine purpose, 
is to prevent a kind of feast or famine situation which is frequently 
existing in the mortgage market. What could this do that FNMA’s 
secondary market operation hasn’t done already along that line? 

Mr. Scorr. Well, the first provision of this, the lending authority, 
would make it possible, for example, for a lender to stay in the market, 
relying on the fact that if he should have any further withdrawals 
as in the case of the tragic 5’s last year when so many savings institu- 
tions lost millions of dollars—they could remain in the mortgage 
market and continue to make mortgages, relying on the backstop fa- 
cility that would be present in FNMA so that they could temporarily 
warehouse FHA or VA loans and have the tania necessary to meet 
these temporary withdrawals or whatever the case might be. 

There is no such facility in FNMA or anywhere else. We have 
our commercial facilities, of course, but it is always at a time like 
this that I am describing that the commercial facilities break down, 
when they run out of money. 
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Mr. Rats. What is the danger, if any, of there being great tax 
advantages built up in these development companies in the way of 
equity capital which would not be subject to taxation’ Iam thinking 
of how the Ways and Means Committee is going to view it. Is there 
any tax advantage wrapped up in it 

Mr. Winitamson. Mr. Rains, a little background here. The draft 
of this bill was available about 2 or 3 days before we came to see you 
about its introduction, because we wanted to testify on the thing. 
Now, generally speaking, the three associations want the same tax 
treatment as comparable institutions, and that is, in other words, to 
accumulate a certain amount of tax-free reserves. 

Now we want the conduit tax treatment, for example, which is now 
available if you have 10 or less stockholders, and I think that was the 
objective. Now I think that considerable study has to continue on 
these tax provisions, but let me assure you of one thing: The board 
of directors of our national association made it very clear that we are 
not advocating anything that would give these institutions any tax 
advantage over any other comparable institutions chartered by an 
instrumentality of the Government. 

Mr. Rarns. Well, I asked those questions for information. We are 
going to study this seriously because I know it has been under con- 
sideration for some time. It merits very careful consideration. 

Mr. McDonough. 

Mr. McDonovuenu. Thank you, Mr. Chairman. 

Mr. Scott, I appreciate your statement. It is very illuminating, 
very specific, very informative. You haven't used any surplus lan- 
guage here at all. The part of the bill on the relocation section, the 
2-percent 60-year loans, and your comment concerning that, that the 
gap is neither obvious nor is it shocking. The need isn’t so great as 
to warrant legislation of 60-year loans at 2 percent? 

Mr. Scorr. Frankly, Mr. Congressman, when we first read it we 
thought it was a misprint. There certainly is no such thing as 2 per- 
cent money. 

Mr. Ratns. If the gentleman would yield, let’s get. it in perspective. 
You must remember that it is limited to people whose houses would 
be torn down by the Government, who have a little too much income to 
get into public housing and not enough so that you fellows can build 
him a decent house or rent him one. 

It is not a general middle-income housing proposal. That is not 
what this means. Now with that in mind 

Mr. McDonoven. Except that is a precedent. 

Mr. Scorr. Yes; I think it is a dangerous precedent. Furthermore, 
we have FHA title 221 available. 

Mr. Rarns. It only built 16,000 units in 5 years, so I would hardly 
class it as a success. 

Mr. Scorr. Well, it hasn’t taken hold, but the facility is there. 

Mr. McDonoven. The point that I am asking is—and you prob- 
ably have more information on it than I have—is that it is neither 
shocking nor is it obvious, the gap. This, as I understand it, is to 
provide a means for a person who is displaced by an urban renewal] or 
a public highway project to buy a home at the rate of 2-percent in- 
terest, no payment down, 60 years to pay. This is rental housing? 
Wait a minute, this is not individual housing. 
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Mr. Wittiamson. No, sir. 

Mr. McDonoveu. The number of people involved in such transition 
is how many? Many of these people find a place to live that is sat- 
isfactory. 

Mr. Scorr. I can give an example. In my own city of Elizabeth 
where my office is located, the turnpike went through there about 5 
years ago. It dislocated 405 families and they were able to relocate 
every one of them within a matter of 4 months. There was no prob- 
Jem at all. And we had at that time what was described as “a very 
tight housing situation.” 

Mr. McDonoveu. Right down through the middle of my district, 
from the civic center to San Pedro—this is 18 miles, and my district 
has about half of the distance—we built a four-lane highway going 
both ways, a throughway, tore out thousands of houses and apartment 
houses. 

There has been no problem in replacing those people as far as I 
know. Nothing has come to my attention. The city of Los Angeles 
has found a way to find these people homes some place around there. 
Now if you take that, that is only one artery of this great freeway in 
the city of Los Angeles. The same thing goes out from the civic 
center to the San Fernando Valley, which did the same thing; the 
same thing goes out from the civic center to West Covina, a district of 
nearly 30 miles. So there has been in the city of Los Angeles, I would 
say, more people displaced from a highway problem than any other 
large city in the United States, and there has been no problem on 
replacement which has come to my attention. 

The urban renewal programs in Los Angeles have created a problem 
for this reason: The people in the Bunker Hill area are largely of the 
elderly class that have lived there for many years, and they are trying 
to find accommodations to take care of them and nothing serious has 
arisen. 

Now to establish a precedent. such as this, using the yardstick of the 
interest charged for rural electrification for the building of houses, in 
my opinion, I agree with you, is establishing a precedent that would be 
dangerous in future financing in the United States. 

Mr. Scorr. I would like to make this observation, Mr. McDonough. 
There is a great fallacy that the people displaced are the people with- 
out means to accommodate themselves elsewhere. That isn’t so. As 
a realtor active in the field, I know that many of these people—in fact 
the vast majority of the people displaced have the means to go else- 
where. They have been living there for many years and they are 
there only because they happen to like it there. If they are forced to 
move, they have no problem relocating financially. 

Mr. McDonoveu. Well, in many cases the appraised value of the 
property that they occupy is much higher than the original cost they 
— for it, and it is sufficient for them to find homes in some other 
ocations. They prefer to move. <A lot of these epople are waiting 
for the opportunity to have the highway come along and move them 
out. so they can go someplace else to live. | 

Mrs. Sutiivan. Would the gentleman yield ? 

Mr. McDonovuen. Yes, Mrs. Sullivan. 

Mrs. Sutiivan. This brings up one problem which came to my at- 
tention. We are having a lot of displacement with our throughways, 
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and plans, of course, have to be made years ahead. We have one plan 
where the highway commission probably won’t acquire the property 
for the next 5 years, but here are people who are going to be dislocated 
who want to move into a larger place and sell this property. 

Well, their hands are tied. They can’t sell it and the Government 
won't take it over for the next 5 years. They need a larger house for 
a growing family. They are stuck in a place too small for them, but 
until they sell their present house they cannot buy the kind of prop- 
erty that they need. What are they going to do in this kind of situa- 
tion ? 

Mr. Scorr. As Mr. McDonough said, the highest prices paid any 
where in the country are by way of condemnation. The condemna- 
tion courts and commissions are always extremely sympathetic to the 
property owner and they very frequently establish new highs for 
property values in the area. 

Mrs. Sunnivan. I do think they get a good price for what they have 
to give up, but when they go to replace the same size house in a loca- 
tion that was as nice as the one they had—and I know that has hap- 
pened in numerous areas—they can’t replace it for what they get for 
the property that they are forced to give up. The people do not want 
to move but are forced to do so, so it does create a difficult situation. 

Mr. Scorr. I think it is quite the reverse, Mrs. Sullivan. That is 
the point I am trying to make. They are so generously rewarded for 
their property that they are able to go out and buy a comparable 
property and put money in their pockets. I have seen it time and 
time again. 

Mrs. Sutiivan. I have seen it, too, in St. Louis, where they can- 
not replace the kind of place they have. That is not true of all of 
them, I realize. But it is true of some, where good neighborhoods 
have to be torn down because they decide they want the throughway 
in the city where these houses are located. 

Mr. McDonoven. You mean these people are held in suspense for 5 
years ? 

Mrs. Sutrivan. Yes; they are forced to live in inadequate quarters 
because no one will buy the property that will be torn down in 5 
years, and I think they really have a problem that it is not fair to 
them. 

Mr. McDonoven. Of course, in this case it wouldn’t apply at all. 

Mrs. Sutiivan. No, it wouldn’t. But it isa problem in the displace- 
ment of people. Here they are, tied for 5 years, and they can’t do 
anything. They want to sell their home because they want to move 
into a larger one. It has nothing to do with this particular problem 
except that it is part of the overall picture. 

Mr. Scorr. Of course, conversely, they have 5 years within which 
to make arrangements. I think it would be far worse if the program 
were a sudden one, where they are given 30 days to get out. 

Mrs. Suturvan. Right. But if the thing could be done within a 
year or 18 months, you can live in a crowded condition. But with 
growing families, a period of 5 years represents quite a problem. 

Mr. Scorr. We recognize the problem. 

Mr. Wittramson. I have asked some appraisers in Bethesda whether 
or not the property that lies in the path of the Wisconsin corridor 
has dropped in value because of the almost certainty that in 5 or 6 
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years that will happen, and they contend no, it has not dropped. If 
anything, there is a possibility that maybe in 2 or 3 years they will 
get at least when they can get now and maybe more because of the 
probability that the condemnation awards will be generous. 

Mrs. Suniivan. Yet they can’t really sell it. They are just stuck. 

Mr. Derwinskt. There is one thing you have to keep in mind with 
the proposed—let’s keep our conversation to highway sites. One of 
the problems that we face that some day will come to the public’s at- 
tention and will be awfully embarrassing to officials across the country 
is the amount of profiteering that goes on in the sites of proposed high- 
ways. You will find that, contrary to shedding sympathetic tears for 
the displaced people, you will find that when you purchase land in the 
path of a highway, you are generally purchasing land that was 
acquired in the years immediately preceding it by either individuals 
or groups or corporations who have purchased this land at a depressed 
value and are profiting by shaking down the government body, 
whether it be the city, county, or State, for exorbitant prices for 
this land. 

Now, this is especially so in the slum areas, where the people are not 
only squeezing the Government in charge a high price for the land, 
but they have also been squeezing the tenants living in substandard 
dwellings. 

So there isn’t anything in this program, and especially now, with 
this 2 percent, 60 years to pay for a nonprofit corporation, and so 
forth, there isn’t anything there to solve a real social problem which 
is the abuse of individual citizens by in many cases local political 
officials who have advance knowledge of a highway path, and someday 
this is going to blow up right in our face. 

Mr. McDonovau. Well, to get to another controversial section of 
this bill, I appreciate your remark, and I hope the day will come when 
the Government’s role will be a lessening one in the housing field 
rather than to make it a permanent one by the establishment of a 
Cabinet officer. 

Now, the social aspects of housing are something else; health, 
recreation—I don’t mean to put on a Cabinet status, but they will be 
continuing problems, and I hope will be more or less managed and 
controlled at local level. But to establish a Cabinet officer on housing 
will be presuming that we are moving in the direction that the Gov- 
ernment has got to continue to support the housing program of the 
Nation, and that I doubt. I don’t think the Government ever would 
have gotten into the housing program if it hadn’t been for the impact 
that we faced following two wars and the great demands that came 
upon so many people with inadequate funds to buy on the present 
market, under Soak conditions at that time, under the FHA and 
under HOLC, and under our present program, which I think has 
done a magnificent job in providing a means for housing millions of 
people. 

Obviously, we have had little delinquency, but I don’t think we 
should indicate it by establishing a Cabinet post for this purpose, so 
I appreciate your remarks in that respect. 

On the Mortgage Finance Investment Corp., I am a little confused 
as to the operation of that corporation as compared with the present 
sale of debentures by FNMA. That is supplemental. The sale of 
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debentures by FNMA provides additional funds for mortgage pur- 
chases, doesn’t it ¢ 

Mr. Scorr. Yes, it does. 

Mr. McDonoveu. That, of course, is supported by the Government ¢ 

Mr. Scorr. No, FNMA isself-supporting. 

Mr. McDonoven. Well, the foundation of it is the Government. 

Mr. Witi1amson. T here is one thing about the present FNMA 
setup that is very disturbing to many of us, and that is that FNMA 
always seems to be operating pretty close to the limit of its resources, 
for this reason : 

The FNMA charter act limited its borrowings to 10 times its capital. 

Now, you will notice that we recommend that that ratio be increased 
from 10 to 1 to 15 to 1, but there is quite a legal argument that is 
raging that if the Congress were to change that law, that the holders 
of the present debentures could enjoin FNMA from issuing debentures 
on a 15-to-1 ratio on the grounds that that would impair their hold- 
ings, which were issued on a 10-to-1 basis. 

Now, if that legal argument is sustained, then FNMA may either 
have to go out of ‘the market or have to resort to the Tre: asury’s pur- 
chasing more preferred stock. So at least these Federal mortgage 
investment companies will be new entities. They will all issue their 
new obligations, and you will notice that we are starting on a high ratio 
of 20 to 1, because you can always reduce the ratio, but : apparently you 
can’t increase it. 

So I think that FNMA is fast approaching a crisis. Last year, the 
Congress authorized FNMA to issue standby commitments on existing 
homes. They have been unable to do it because they are afraid if they 
increase their operations, they will be out of the market. 

The Congress authorized FHA to go into a new trade-in program, 
and now we find FNMA is not buying these trade-in mortgages, even 
though it has an escrow on it, because they are afraid that by “expand- 
ing their operations, they might be out of the market. 

So there is another weapon that is wielded here in this proposal, in 
pit: it is going to open up new avenues which apparently are not 

vailable to FNMA. 

» Mr. McDonovueéu. I notice you endorse the reduction of one-quarter 
of 1 percent of the insurance premium. 

Mr. Scorr. We think it should be discretionary and not the reverse, 
where you dictate a quarter of 1 percent and then tell FHA if that is 
not sufficient to maintain the solvenc y of your reserves, then you have 
to come back to Congress to get permission to increase it. 

We think that is backwards. Let's leave it disc retionary with the 
FHA Commissioner, and when the reserves reach that State where it 
is possible to reduce the MIP from one-half to three-eighths or one- 
quarter of a percent, he will do so. 

Mr. Barrerr (presiding). Any questions? 

Mrs. Su.tiivan. I have nothing. 

Mr. Derwinskr. Mr. Scott, I would like to pay a compliment. to 
your presentation from this standpoint : 

When you support the provisions of the bill, you say so flatly, and 
when you oppose them, you are equally firm. 

Very often we have a difficult time in reading the testimony of 
witnesses to determine just where they happen to stand. on issues. 
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Now, just as a matter of curiosity in setting up the mortgage in- 
vestment companies, do you not run contrary to your philosophy 
that you express on page 9, when you talk about the role of Cov. 
ernment in housing being a lessening one ? 

In other words, at the same time you hope—and I agree with you— 
to lessen the involvement of Government in housing, and yet at the 
same time you are advocating a new Government program. 

Mr. Scorr. No. I will tell you why. 

Take, for example, the Federal Home Loan Bank Board, which 
was originally owned by the Federal Government. Now all of the 
stock in the Federal Home Loan Bank Board is subscribed by private 
companies, by these individual savings and loan associations. The 
same thing is true of FNMA. It was originally capitalized by the 
Treasury, and there is now some $63 million worth of FNMA com- 
mon stock held by private individuals, those that do business with 
FNMA. 

We envision the same thing here, where these companies would 
have no Treasury subscription even at the outset. The Federal Gov- 
ernment would simply lend its auspices in the creation, the organiza- 
tion, the chartering, and then the supervision of these individual 
privately owned, privately operated companies. 

I don't think that this is an intrusion of the Federal Government 
into private enterprise at all. I think it is the same type of thing 
as we have with FHA, which has become a very fine institution, which 
has upgraded housing standards and made it possible for more and 
more Americans to buy homes, at the terms they can afford, without 
any expense to the taxpayer. 

We don’t look at FHA or FNMA as an intrusion by the Federal 
Government. 

Mr. Wituiamson. There are two different roles of Government. in 
the housing field, one that we like to think of as a proper role. We 
think that FHA and the Federal Home Loan Bank Board emphasize 
the role that the Government should play. 

When we talk about the lessening role, we are talking about the 
Government’s other role, that of subsidizing real estate as an industry. 

Mr. Derwinskt. Speaking of the Federal Home Loan Bank System, 
even though it operates without cost to the taxpayer, we do hear com- 
plaints as to the inability of the industry it serves to effectively work 
with it. In other words, the Federal Home Loan Bank Board in many 
cases is not subject to constructive suggestion from the industry it 
serves. 

Couldn’t that happen to you under the setup you are suggesting? 

Mr. Scorr. We don’t think so. We think FNMA would charter 
these institutions properly. They would be supervised by FNMA in 
& proper manner, and it would give a certain amount of dignity that 
they wouldn’t otherwise enjoy. 

We think that their debentures, by virtue of the very fact that the 
word “Federal” is in their corporate name, would be more salable to 
the public. 

Mr. Wititamson. I think in the Federal Home Loan Bank System 
there is always a controversy as to when supervision ends and man- 
agement. begins. Sometimes the Bank Board overlaps into manage- 
ment. That is always a danger, and I think it would even be—it is 
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something we would all have to guard against, and I am sure that 
the organizers of these FMIC’s would be a great force to push back 
that line, just like the savings and loan people represent a force to 
push the Bank Board back into supervision and not get over into 
management. The risk is always there. 

Mr. Derwitnski. You will be more successful with the FMIC’s 
than the Federal Home Loan Bank Board situation. 

Mr. Ratns. We will meet tomorrow at 10 o’clock. 

(Whereupon, at 4:07 p.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., on Wednesday, May 18, 1960.) 
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WEDNESDAY, MAY 18, 1960 
Houser or RepreseNnTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON HousIne, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1301, New House Office 
Building, Hon. Albert Rains (chairman of the subcommittee) 
presiding. 

Present: Representatives Rains (presiding), Addonizio, Barrett, 
Griffiths, Ashley, Derwinski, and Sullivan. 

Mr. Rarys. The committee will be in order. 

Our witnesses this morning are on college housing, and they are 
Dr. Williams of the University of Mississippi, representing the Amer- 
ican Council on Education; p resident Bethel of the Fashion Insti- 
tute of Technology, New York City, speaking for the American As- 
sociation of Junior Colleges, Ameri ican Association of Land Grant 
Colleges; President Hamilton, State University of New York, for 
the Land- Grant Colleges and State Universities Association ; and the 
Association for Higher Education, NEA, as represented by Mr. Clar- 
ence Scheps of Tulane University; and the Association of American 
Colleges, represented by Mr. Ellis, president of Juniata College, 
Huntingdon, Pa. <A very distinguished array this morning. 

Gentlemen, we are delighted to have you. You can come around 
and identify yourselves and then we will proceed. 

I see my old friend Charlie Dobbins from Alabama. Come around, 
Charlie. 

Mr. Dossins. Mr. Chairman, Mr. Hamilton and Mr. Bethel have 
not arrived yet. They are expected. 

Mr. Ratns. I see. Are they testifying before the Senate com- 
mittee ? 

Mr Dosers. Mr. Hamilton is. 

Mr. Rats. All right, we will hear them when they get here. Who 
is going to proceed for us ? 

Mr. WituraMs. I am. 

Mr. Rats. Of the University of Mississippi 

Mr. Wuttams. Yes, sir. Calvert Ellis, ee College, Pennsyl- 
vania. Clarence Scheps, Tulane University, Louisiana. 

Mr. Ratns. We are delighted to have you distinguished gentlemen. 
You may proceed, Dr. Williams. 


STATEMENT OF DR. J. D. WILLIAMS, CHANCELLOR, UNIVERSITY 
OF MISSISSIPPI 


Dr. Witurams. Mr. Chairman, gentlemen, Mrs. Griffiths, I am 
J. D. Williams, chancellor of the University of Mississippi. On this 
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occasion I represent the American Council on Education. The coun- 
cil membership include 140 educational organizations and 1,055 insti- 
tutions, among them nearly all the accredited colleges, universities, 
and junior colleges in the United States. I am associated here today 
with a number of representatives of other college and university 
organizations who also will present testimony concerning the college 
housing loan program. 

The concern of us all, Mr. Chairman, is that this program, so im- 
portant to the future of higher education in this country, shall be 
provided with the additional funds necessary for its effective contin- 
uance. An overwhelming majority of leaders in the colleges and 
universities are convinced that among the legislative issues directly 
effecting them before this second session of the 86th Congress, the 
college housing program is second to none. 

This conviction, we submit, is dictated by the facts. 


COLLEGES FACE BIG DEMANDS 


As you already know, and as officials of the Department of Health, 
Education, and Welfare have testified in recent weeks, college facil- 
ities are now overcrowded. Yet the institutions are faced with offi- 
cial predictions that the present total of 3,400,000 students will have 
increased by 1 million in 1964, and that by 1970 there will be more 
than 6 million students knocking at the doors of our colleges. 

Such an expansion in student demand emphasizes for all of us that 
this decade of the 1960's will make an unprecedented call on the col- 
leges for expanded facilities of all kinds—dormitories, dining halls, 
classrooms, libraries, and laboratories—estimated to cost about $20 
billion. 

Commissioner Derthick has said that if the 6 million youths ex- 
pected in college by 1970 are to have as good dormitory and related 
facilities as are provided today, an expenditure of $4.5 billion will be 
necessary for new dormitories, and an additional $1.2 billion will be 
neeeded for replacements. This total of nearly $6 billion for 10 years 
would mean the annual expenditure of almost $600 million for dormi- 
tories, dining halls, and related facilities alone, an amount which, 
all agree, is far beyond the present and prospective resources of the 
institutions. 

As current evidence of the need for college housing loans, the Hous- 
ing and Home Finance Agency had on hand, as of April 30, 185 
applications for loans from the colleges and universities for a total 
of more than $223 million. Applications are continuing even though 
funds have been exhausted now for about 6 months. 

With your permission, Mr. Chairman, I should like to offer for 
the record the list of 185 applications that were pending at the end of 
last month. This list will indicate to you not only the continuing 
need, but the broad representation of types of institutions and of 
geographical areas. 

The CuarrmMan. It may be included at the end of your statement 
in the record. 

Dr. Witutams. Thank you. 

Applications come from public and private institutions, and from 
42 States and the District of Columbia. 
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This list also, we believe, speaks eloquently of the successful history 
of the college housing loan program, which was inaugurated by the 
Congress on a bipartisan basis and which has consistently held the 
majority support of Congress during the last decade. Since the pro- 
gram’s inception, loans totaling some $1,175 million have been granted 
to 1,200 college and university projects. ; 

These projects have provided housing accommodations totaling 
285,000 at colleges, universities and hospitals, and in addition have 
made possible nearly a hundred related facilities such as dining halls, 
cafeterias, and student unions. These figures explain better than any 
words I can say, Mr. Chairman, why the colleges of this Nation believe 
in the college housing loan program, and would consider its termina- 
tion, as recommended by the President, truly a heavy blow. 


THE PROGRAM IS ESSENTIAL 


The program is essential for this reason: It provides loans to the 
colleges at interest rates and for long terms not available in the private 
market, which are necessary if the colleges are to amortize the loans 
out of student rentals set at rates which students are able to pay. 

This conclusion was supported by a careful study made in 1957 at 
the School of Business, Indiana University, and sponsored by the 
American Council on Education, entitled “Financing of College and 
University Permanent Housing.” Copies are available today to the 
members of this subcommittee who may desire them. 

In the years immediately after the present interest rate formula 
was adopted by the Congress in 1955, there were questions raised about 
it On occasion, but in recent years, after Congress repeatedly gave the 
program a strong stamp of approval, these questions have been less 
frequent. 

Nevertheless, Mr. Chairman, the interest rate formula is the heart 
of the college housing loan program, and while I do not wish to pro- 
long my testimony, I have attached a supplementary statement con- 
cerning the interest rate which, with your permission, we should like 
to have placed in the record. 

Mr. Rarns. It may also be included in the record. 

Dr. Witntams, Thank you. 

Perhaps it should again be emphasized that the funds made avail- 
able to the colleges under this program are loans, not grants, and that 
each year an increasing amount of the principal is being repaid to the 
Government. We are proud to say that there is no record of a default 
ever having been made on one of these loans to the colleges. 


CURRENT LEGISLATIVE PROPOSALS 


The Americn Council has been informed that general housing legis- 
lation, including provisions for the college housing loan program, will 
come from this iiushuseioes at the conclusion of these hearings. We 
are grateful for the opportunity to present our views in some detail for 
your consideration here today. 

In the Senate we have noted with appreciation the introduction of 
S. 2911, by Senator Javits, which would provide $250 million of addi- 
tional authority for the immediate needs of the college housing loan 
program in the current fiscal year. 
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However, in view of the present and expected heavy demand for 
loans, we find additional merit in S. 2950, introduced by Senators Ful- 
bright and Sparkman, which would authorize not only $250 million 
for use now in fiscal 1960, but also $250 million to be made available 
on July 1, for use in fiscal 1961. 

The American Council on Education strongly supports the proposal 
for $500 million additional authority as a sound and reasonable esti- 
mate of the needs for 2 years. It should be pointed out that the ad- 
ditional authority of $500 million, twice what has been regarded as 
approximately the annual demand for college loans, is urgently needed 
at this time to catch up with the “lost year” of 1959, the one year when 
no additional authority for college loans was provided. 

The heavy backlog of applications accumulated during that year, 
held over into fiscal 1960, quickly made use of the $250 million au- 
thority which the Congress provided last September. Thus we have 
aaeno additional funds provided thus far for the remainder of fiscal 

WU, 

It may be expected, then, that should the proposed $250 million for 
fiscal 1960 be approved, it would almost immediately be committed to 
the colleges which now have more than $223 million in applications on 
file. The $250 million request for fiscal 1961, if honored, then would 
be available for the applications received later in this fiscal year, and 
after July 1, 1960. I may add that if the experience of recent years 
means anything, this additional amount made available for loans 
would be requested by the colleges well before June 30, 1961. 

Also of interest to the colleges is the administration’s proposal em- 
bodied in H.R. 4267 and S. 1017 which would provide assistance in 
the construction of both housing and academic facilities by means of 
Federal grants of $500 million, representing 25 percent of construction 
costs totaling $2 billion, in increments covering 20 years. 

This is essentially debt service assistance. The institutions would 
be required to borrow funds in the private market, at a rate much 
higher than that of the college housing loan program, with the intent 
that the 25 percent grant would bring net interest cost down to a com- 
parable figure. A second part of this legislation would provide Fed- 
eral guarantees of loans, available for private institutions only. 


SOLID SUPPORT FOR THE PRESENT PROGRAM 


While the colleges appreciate this evidence of the administration’s 
concern for their problem, the American Council’s Committee on Rela- 
tionships of Higher Education to the Federal Government has taken 
a firm stand in opposition to that part of the administration proposal 
which is designed to replace the college housing loan program. 

It should be noted further, that while testimony has been presented 
on this proposal before the House Subcommittee on Special Educa- 
tion, there has been no favorable report, and our information is that 
none may be expected. No hearing has been held in the Senate. 

The Chairman of the Senate Subcommittee on Housing was quoted 
as saying the other day that not a single college organization has 
expressed approval of the proposal. We think it is important to 
note that, in the existing situation, the administration proposal has 
no chance whatever of enactment this year. This means that con- 
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tinuation of the college housing loan program may well constitute 
the only real hope of the institutions for construction assistance this 
year. 

Mr. Chairman, the colleges and universities of this country are 
grateful for the assistance that has come to them by way of Federal 
loans for the building of dormitories, dining halls, and related facil- 
ities. The facilities made possible by these loans are essential to the 
necessary expansion of American education. 

The loans are being repaid to the Government on schedule, and 
they will continue to be repaid. We urge the continuation of the 
college housing loan program with authorization of adequate funds, 
as one of the top priority needs of the Nation. 

Thank you, Mr. Chairman, for the opportunity of presenting testi- 
mony today. 

(The documents referred to by Dr. Williams are as follows:) 


SUPPLEMENTARY INFORMATION PRESENTED ON THE COLLEGE HOUSING LOAN PROGRAM, 
BY THE REPRESENTATIVE OF THE AMERICAN COUNCIL ON EDUCATION 


PENDING APPLICATIONS, COLLEGE HOUSING PROGRAM, AS OF APR. 30, 1960 


Institution 
Alabama: Federal funds 
ee Ce oa ee eet wacceanecmaneeueses one $175, 000 
The Alabama Polytechnic Institute___.____--..--..----------- 1, 725, 000 
SEU SOOO NOCD 5 5 har eens Boa entrar eee 180, 000 
Nene Gr “Rd BIO oe eee ee eee ee 196, 000 
Reeerrente SEU Cnn ee eo ee ee a 400, 000 
Arkansas: 
Pree’ ORE “CHONG = woe arr UO a eal 1, 500, 000 
ranean” Por cecmmc  OOueSC. a a5 oon 3 Le ee ea eg ceed 669, 527 
ROE eRe (ON ONE as 8 a ons on 2 baa a seman 1, 200, 000 
Agricultural, Mechanical & Normal College__--._....--------- 2, 991, 000 
California : 
California Western University_._...-_-..--_----__-__-_--_-____ 1, 123, 000 
University of California (Davis campus) ~--.--~.-------~----- 2, 000, 000 
University of California (Los Angeles campus) —~-.----------~- 2, 500, 000 
ovo University Of 108 Ageless =.= 22s. cesenccccccccccccccacd 900, 000 
Weeverins Ue CONNORS. Somes cneses Lecescdessaecaateates 1, 500, 000 
Colorado: 
uae ite Cen ma aie le lt i hee 1, 934, 000 
Ernest SION ee ones neat eco Gt ee uses 2, 125, 000 
Cerna Mine WHIvereiny qo nn 5t lo ccetctece stele ee 3, 734, 540 
WOITeCsiy Or TOO Vver... —. ~<a es cece cece EAE OAD ce fi, 3, 686, 420 
GOLOTRAO BCNOUr OF Breen eee ee 2, 380, 000 
RUrCtUD Geeta mee Come. aa ee cette Eee ee 1, 200, 000 
Connecticut: University of Bridgeport__......_.._.--_____________ 900, 000 
EWE REG: We eune NAMEN Cons an oka ecnemeeucamagcnkeenens 317, 000 
District of Columbia: The American University______-__..___-_____ 1, 750, 000 
Florida: 
Piuriaan State University 28a Le a 3, 000, 000 
Worvermcy Of Mem) 23 eee Le eee 1, 500, 000 
env Ne OR is aie Ga ie aon eaadnnreeenmne 500, 000 
qoun Bb. wteteon WUniversity=---.22-22222- 23 2 Pe es 180, 000 
LIA VORSLCY OL PONTO] 22 oon acteastctccestccsccn 2 a8 500, 000 
Georgia: 
Abraham Baldwin Agricultural College__.....__.....-_________ 360, 000 
apes MUR COnege. -. a. ec enccn se Ge oe 0 435, 000 
Georgia institute of ‘Technology..-.~---~=~-----<.2,022 es 475, 000 
Georgia Teachers College... ==. ---------- 2-2 oe 900, 000 
PATO WROOUIE OONGGGS 6 on ssn oie icenncccnmecmieencuene 450, 000 
Me aii ic ap ces haa cnc nates 540, 000 
The University OF GOOmIA. .26. 60 nn cence nna scnanen 3, 620, 000 


CAE ARNO cx carinii hing etiam eh Ain aise aniae nina ane agneisn teeth sata testbed 200, 000 
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Hawaii: Chaminade College of Honolulu 
Idaho: 
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PENDING APPLICATIONS, COLLEGE HOUSING PROGRAM, AS OF APR. 30, 1960—Con. 


Institution Federal funds 


Northwest Nazarene College 
University of Idaho 


Tilinois: 


Northern Illinois University 
I RIDIN oe isc: Seep en ht pe eS i See ee eS 
Lake Forest College 
University of Illinois 
ce eke I el alana i A a ag 
North Park College & Theological Seminary 
TO SS SERS ae ole ce ie ees pers att Le cee eee eS POR eee we 
Greenville College 


Indiana: 


St. Francis College 
Indiana University 


Iowa: 


Neen ne en eee eee awed wat wnoeesute ee! 
University of Dubuque 
a is beatin 
Buena Vista College 


Kansas: 


Kansas State University of Agriculture and Applied Science____ 
I enn ii ical SEN an 
Kansas State College of Pittsburg 
a ee ae REO POR ARM een ona 
I OR a oe oc ee kh hh ee em ea 
ES EE Se eee eer ae ee re 


Bethany College 


Kentucky : 


Morehead State College 


University of Kentucky 
i aw cs ncn artes ks aw etna phen Spee a 
Eastern Kentucky State College 
ES OS eee ee ee ee eee 
i cata te EL lai acing eads tape moun 


Louisiana : 


EEN SS GT | TS ee ee ee eee a eee ae 
I idk cca ab wid dala ash Rg aca a 


Louisiana State University & A. & M. College____--_------_--- : 


EN ES ee ee ee eee oa een 


Maryland: 


ee ae Te Tae ea 
I a Ec sings meee aioli Mia katie 
ss ar abcess Rance ieee estan week oh 


Massachusetts : 
ee WOE EN le te niin nam nemetinnee mening y 


SE ELE Is RAT Tee EE RT ee 
SO OS ee ee eee 


— 


$165,000 


285, 000 


. 363, 000 


, 750, 000 
» 000, 000 


500, OOO 
150, 000 
200, 000 
470, 000 
440, 000 
20, OOO 


. 235, 000 
. 500, 000 
. 650, 000 


687, 000 
T50, 000 


360, 000 
632, 000 
330, 000 
128, 000 


. 000, 000 


500, 000 
T50, OOO 


. 800, 000 


650, 000 
902, OOO 
600, 000 
100, 000 
320, 000 


725, 0OO 


. 600, 000 


100, OOO 
SSH, OOO 
200, 000 
675, 000 
675, 000 


, 390, OOO 


730, 000 


. 500, 000 


360, 000 
85, 000 


250, 000 


2, 500, 000 


775, 000 


, 150, 000 


620, 000 
600, 000 
952, 000 


500, 000 


, 125, 000 


900, 000 
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PENDING APPLICATIONS, COLLEGE HOUSING PROGRAM, AS OF APR. 30, 1960—CoOn. 


Institution 


Michigan : Federal funds 
eae CONN 8s ont ee a ca omen mannmedtihbed dada Btls a tia $2, 000, OOO 
western Michigan University............0.0.00. 250i ekks 1, 408, 000 
Wayne State University_________- tae si ws ch cla cl gh cd ad se 
Northwestern Michigan College__......._._..--______________ 531, 396 
BUNMOAG DOU asst eee Sr tle dwt sweeties 550, OOO 


Emmanuel Missionary College 

Kalamazoo College 
Minnesota : 

one Or Caine “Peres = bases esc ad cwdiirwaine nw eee SS 

University of Minnesota__........-.--- ott ati A) 

Hamline University 
Mississippi : 

Mississippi State College of Agriculture & Applied Science______ 

The University of Mississippi 
Missouri: 

Dae Sea RONEN ais oe ei ete akuddedindeannd coe ee 

Tie washington University. <cccccceseodie eed chew. 

VOI COCRUON  SOOMONO se oe occ sddaucccnanniondcwannocenannen 

Central Missourt State Oollege.. i. ou. oo cee eh 
Montana: Western Montana College of Education __________________ 
New Jersey: Rutgers University (College of Nursing) 
New York: 

Albany Law School & Albany Medical Center_____----_________ 

eGR TRITON 6 oss a ced anmde dseetoemaceude woke cde 

Cazenovia Junior College 


PRERE OOUNNS S332 exec ve ccc ep cnwuaromiautaindioiewenrenamnd 
Columbia University 
New York University 
ADDN OOUNGOs corecc co cssadonscteccocuctanewans duc: 
Dormitory Authority of the State of New York 
C. W. Post College of Long Island University 
North Carolina: 
North Carolina State College of A. & E__------.--_-__________- 
Wresrore Careraw Oomeses soo ce cceccnscscssccccnee Ren Kes 
Johnson C. Smith University 
East Carolina College 
BECtROIIE "COMO = seco encetecscceceseen JS a 
Lomispare College._............<.......- TE A th ARPA P AAI ices S| 
North Dakota: 
State Teachers College (Valley City) 
University of North Dakota 


State Teachers College (Valley City) 
Ohio: 
Tue tie Biante Univer. =. os cs 
The Notre Dame College 
University of Dayton 
Seat) WOM eMIeT JC Gaon aoaekechacenas deen eGbhotet ceases asa een 
ae: Aacenne Wonese... 2. ote ceccsans 2a eee 
RES 1 i aap xc ok a eee ne eae eae ae 
WRI SPIN ar sig cov cecsen averse Ge acento Sa cane eon ca Seen Sa ee 
Bens Wi Comets. oo oso a root occa enol 
ne 7 pete PESOIBUNIOL to boo ob. ek nn etc dete 
pe a aR) Oe | 5 i athe aes ee een Samer ee wees ep 
Oklahoma: 
Southeastern State College 
Contral Gitvintian Oouleme. ons nn on ei ee Qu ncwee 
Northwestern State Collewe. . ......- ene enn cnc ace cccn 


56021—-60-——_10 


9 


i 


2 
a; 


1, 


1 i 


» 
~ 


1, 


3, 
4, 


‘, 


THO, OOO 
200, 000 


. 000, 000 
, 250, 000 


500, 000 


288, 000 
TSO, 000 


600, 000 
350, 000 
338, 000 
500, 000 

80, 000 
450, 000 


080, 000 
982, 000 
120, 000 
500, 000 
000, 000 
903, 000 
000, 000 
000, 000 
680, 000 
400, 000 
920, 000 


, 000, 000 


750, 000 
740, 000 
625, 000 


, 300, 000 


290, 000 


275, 000 
570, 000 


, 066, 800 


300, 000 


400, 000 
500, 000 
500, 000 
400, 000 
320, 000 
225, 000 
650, 000 
500, 000 


, 875, 000 
, 475, 900 


626, 600 
450, 000 
550, 000 
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PENDING APPLICATIONS, COLLEGE HOUSING PROGRAM, AS OF APR. 30, 1960—COn. 


Institution 
Federal funds 
































Oregon: 
ES IE OEE a OT a eT ee TO $180, 000 
I asain oe ewsebiraenarelaiioimene 496, 000 
Pennsylvania : 
I a hs os ahaha using metinie 1, 400, 000 
EEN EES Se Cay ne ee eee se aE 500, 000 
ET ee OnE OR RE ne ae eee ae 120, 000 
EES ES ee ae ee ees 2, 600, 000 
ES EE ee eee 1, 000, 000 
ee nla aleiedis mine ines 550, 000 
EE Ee ae ee eee a a ee 2, 250, 000 
ie LO a Pe ED ee 250, 000 
South Carolina: 
Ione Sen RIENCE? CERN i ah cases taeniniasiabemned poe nw tomsasio 300, 000 
College of Charleston_ 100, 000 
South Dakota: 
I i ic sas atime ectehipocapeinniein bese ua 399, 000 
State University of South Dakota___..--____.-.--_-_-___------ 500, 000 
Do 2, 200, 000 
South Dakota School of Mines & Technology__-__-----_-------- 750, 000 
Tennessee : 
ES EE ee ee eee ee eee ee 194, 259 
NEEL EEL ETL OOO AE OE AE 500, 000 
TIONED WT OMIOTOR CONNSO so sin loin ne ne enn 800, 000 
Texas: 
en eS 0 nk cect ee Se 1, 000, 000 
Southwest Texas State College MERE OEE, 1, 879, 000 
I a en csceeaigminibateedigntasloniyeinabaneip 450, 000 
Neston bmn eeeiagees 400, 000 
Texas College of Arts and Industries_____.________---_-____-- 900, 000 
EEE ES ART 750, 000 
Trinity University_-_- ra i he 1, 520, 000 
er RN ae ct pt tence dooene 800, 000 
Sam Houston State Teachers College____ ee a er ere! 1, 931, 319 
i irae iisennnestmninine peabaniy 75, 000 
Utah: 
EEE SA eC ee Ie ee 3, 000, 000 
ESE a ee ee Ee CE ee ae D 425, 000 
Snow College SEE EERE SEIS SEE een) See a er 300, 000 
a EN a ee eee ee 216, 000 
Washington : 
SE ec eT 4, 500, 000 
i cals hood Srp fs pee ere re signees 2, 000, 000 
EE IE RE WOON i ii emapemeeosedesdtintémnns 700, 000 
OS pan ea 1, 030, 000 
Eastern Washington College of Education____._______________ 2, 272, 500 
cit ca ehceandnaiattak ah einem ce os a revemsninse asi ahemsiae 1, 533, 550 
i a aah hin Bide pig iomin 550, 000 
Western Washington College of Education___________________ 1, 800, 000 
West Virginia: 
i i a en mein ela eppptenmnees 300, 000 
sha sk icin smiiemamandonen tin eee cciieaarie 512, 000 
I ae tes Sansa cap roping 450, 000 
Wisconsin: Wisconsin State Colleges___.__________-_-______ 6, 960, 000 
ESE ETAL SIN ee 600, 000 
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ADDITIONAL STATEMENT ON THE COLLEGE HovusiInG LOAN PROGRAM OFFERED BY THE 
REPRESENTATIVE OF THE AMERICAN COUNCIL ON EDUCATION 


THE INTEREST RATE FORMULA 


Mr. Chairman, we wish to emphasize that the continued success of the col- 
lege housing loan program is heavily dependent upon the continuance of the 
present interest rate formula, adopted in 1955, 

Objections sometimes raised against the college housing interest rate seem 
to be based on the charge that the present formula involves a subsidy. It is our 
position that the present formula, based on the average rate of interest on all 
Government securities, plus one-quarter of 1 percent for administration, was 
adopted by the Congress in 1955 as fair and equitable. The success of the 
formula has led to its continuance by the Congress until now. We submit that 
clearly this formula constitutes no more of a subsidy in 1960 than it did in 
1955, 1956, 1957, 1958, and 1959, and that it should not be changed. 

One of the arguments offered against the formula is that since college loans 
are for 40 years, their interest rate should be based on the average of Gov- 
ernment loans extending 15 years or more. This argument, it seems to us, suf- 
fers from a serious oversimplification. When the Treasury floats a long-term 
bond issue, the entire load comes due at the maturity date. College housing 
loans are of a different type, in that portions of the principal are repaid at reg- 
ular intervals before the final maturity date. In effect, therefore, these loans 
are combinations of loans of varying terms, some quite short. Hence there is 
strong logical justification for the present formula, which ties the interest 
rate to the average rate for all interest-bearing obligations of the United States, 
short and long. 

The demand for a new and higher interest rate charge against the colleges is 
not justified by a close look at the record. In fact the history of this pro- 
eram demonstrates that a temporary rise or fall in the general interest rate 
does nothing to destroy the validity of the present interest rate formula. 

Under the current formula the college housing program started out in 1955 
with a rate of 2.75 percent (2.50 plus 0.25) which was the minimum rate, or in 
effect a floor rate. Actually, however, if the rate had been based on calcula- 
tion of the average rates of all Government securities at that time, it would 
have been only 2.601 percent (2.351 plus 0.25). Thus the colleges in 1955 were 
in fact paying an interest rate which afforded the Government a small profit. 
If since then the general level of interest rates instead of going up had gone 
down, then the Government profit from the college loans would have increased, 
and I am sure the colleges would not have complained. As it happens, however, 
seneral interest rates have gone up, with the result that the average rate paid 
by the Government for its loans came up to the floor rate of 2.75 being paid 
hy the colleges, and continued to rise. Under this forumla now in use the 
college rate was adjusted upward to the rising average Government rate in 
Julv 1956 to 2% percent; in 1957 to 3 percent; in 1958 it dropped to 2% percent. 
When the Government rate went up in 1959, the college rate on July 1 of that 
year was adjusted to 3% percent, again giving a fair reflection of what the 
Government pays for its money. Thus the record demonstrates, we believe, 
that the formula adopted in 1955 has provided adequate protection to the Goy- 
ment, and has been effective in encouraging construction of the student hous- 
ing which is essential to the welfare and strength of the Nation. We submit that 
the formula is quite as good today as when it was adopted in 1955, and that 
it should be retained. 


Mr. Ratns. We have a few questions, but we will defer them until 
we hear the other gentlemen. 
Who is next? 


STATEMENT OF CLARENCE SCHEPS, VICE PRESIDENT AND COMP- 
TROLLER, TULANE UNIVERSITY, NEW ORLEANS, LA. 


Mr. Scuers. Mr. Chairman, Mrs. Griffiths, gentlemen, I am Clar- 
ence Scheps, vice president and comptroller, Tulane University. I 
am speaking today on behalf of the Association for Higher Educa- 
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tion, which is the college and university department of the National 
Education Association. 

The Association for Higher Education is a national professional 
organization concerned with all phases of higher education in which 
individual membership is open to administrative and teaching staffs 
of all types of publicly and privately supported institutions. Its mem- 
bership is composed of approximately 16,000 individuals from over 
1,600 of the colleges and universities, located in all 50 States and the 
District of Columbia. 

In cooperation with other major national organizations of higher 
education here represented, the Association for Higher Education 
has consistently supported the college housing loan program from 
its beginning. 

The Association for Higher Education, representing as it does indi- 
viduals from the total spectrum of college and university life—pro- 
fessors, deans, business officers, and presidents—would like to state 
for the record that the total profesison has received incalculable bene- 
fits by virtue of this loan program. Without it, one out of four of 
the new buildings of all kinds erected on college and university cam- 
puses since 1956 would not be in existence. 

The latest careful estimate of the needs for buildings for higher 
education in the immediate future, made by the staff of the U.S. 
Office of Education, was presented by the U.S. Commissioner of Edu- 
cation to the Subcommittee on Special Education of the House of 
Representatives on Thursday, March 24, of this year. 

Commissioner Derthick estimated that in 1965 there will be approxi- 
mately a million more full-time students in our colleges and univer- 
sities. He further estimated that the projected dollar need for total 
plant expansion to accommodate these enrollment increases between 
now and 1965 would be approximately $9 billion. 

Historically the expenditure for physical plant facilities for higher 
education has represented approximately 20 percent of the total 
amount expended for all purposes. For dormitories, dining halls, 
and related facilities alone Commissioner Derthick estimated the need 
at the rate of $600 million a year. 

These facts indicate something of the magnitude of the financial 
problem facing the colleges and universities in the years immediately 
ahead. In the face of this rather staggering undertaking, the total 
of a half billion dollars called for in S. 2950 for both the “lost. vear” 
of fiscal 1959 and for fiscal 1960 would seem to be conservative. 

This is particularly true since we are concerned with a loan pro- 
gram and not a grant program. Further, the program has the united 
support of all of higher education. Finally it seems likely to be 
the only substantial construction program for higher education that 
may be passed during the present session of the Congress. 

We very much hope that the college housing loan program will 
continue to receive the bipartisan support it has enjoyed in the past 
and that the full amount of the one-half billion dollars may be rec- 
ommended by this subcommittee and authorized by the Congress. 

Permit me to speak briefly, and at first hand, about the way in which 
this program has benefited Tulane University. 

Tulane University is a medium-sized, privately endowed institu- 
tion, with an enrollment of approximately 4,500 fulltime students, 
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located in New Orleans, La. It has the usual undergraduate divi- 
sions, a large graduate school and the professional schools of law, 
medicine, and social work. 

Following World War II, it was evident that if Tulane were to 
accommodate its fair proportion of students in the years ahead, resi- 
dence halls and related facilities would have to be greatly expanded. 
At that time, only 300 students were housed in permanent buildings. 
An additional 200 single students and 300 married student families 
were housed in temporary, war-surplus buildings. 

The financial problems of providing residence halls, together with 
adequate dining, health and recreational facilities, would have been 
insurmountable, were it not for the enactment of the college housing 
loan program. With its assistance, the university has been able to 
provide nearly 1,200 dormitory spaces for undergraduate students, 
and in addition dining facilities, a student infirmary and modest 
recreational facilities appropriate to a dormitory population. Be- 
sides meeting the housing needs of undergraduate students, 191 apart- 
ment units, at relativ ely low rentals, have been provided for married 
students. 

It is emphasized that Tulane could not have provided these facili- 
ties without the assistance of the college housing loan program. 
Funds could have been borrowed through commercial channels, of 
course, but only at interest rates and amortization schedules which 
would have made the cost of the program prohibitive to the student 
and to the university alike. 

On the basis of the present money money market, the university 
could borrow funds at approximately 6 percent, on an amortization 
schedule of not longer than 30 years, which would result in debt serv- 
ice of $73 per $1, 000 borrowed. On the other hand, the college hous- 
ing loan program, based on the current formula, enables the university 
to ‘obtain funds at a cost of $44 per $1,000 borrowed. 

Commercial loans would have increased debt service by about 70 
percent and the university’s potential of obtaining money for housing 
and related faciilties would have been drastically reduced, if not eli- 
minated altogether. 

As to the immediate future, Tulane urgently needs additional hous- 
ing for 190 married students, housing for 200 single medical students, 
housing and food facilities for an additional 500 undergraduate 
students. These facilities cannot be provided except through a Gov- 
ernment-sponsored loan program similar to the college housing loan 
program. I consider that Tulane’s future welfare is dependent on the 
continuation of this Federal loan program. 

Tulane’s experience is given only as a single example of the great 
value of the college housing loan program to the development of the 
Nation’s educational capacity. This experience has been duplicated 
in hundreds of institutions in every State inthe Union. The failure 
to continue the program at this time would constitute a serious setback 
to the educational process of the country at a time in history when our 
Nation can least afford it. 

Mr. Rarns. Thank you for a very fine statement, Mr. Scheps. Is 
Mr. Ellis here? 

Mr. Exus. Yes, sir. 

Mr. Rains. You may proceed, Mr. Ellis. 
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STATEMENT OF CALVERT N. ELLIS, JUNIATA COLLEGE, 
HUNTINGDON, PA. 


Mr. Exuis. Mr. Chairman, Mrs. Griffiths, members of the committee, 
I am Calvert Ellis of Huntingdon, Pa. I represent the Association of 
American Colleges, which is a national association of colleges of liberal 
arts and sciences. This a voluntary, nonprofit organization of more 
than 800 institutions. Indeed, 95 percent of all the accredited uni- 
versities in 4-year liberal arts colleges in the United States and Puerto 
Rico are members of our association. 

The members represent all types of institutions, large and small, 
tax-supported and privately controlled, church related and secwar, 
complex universities, and single undergraduate colleges. 

However the typical institution is the liberal arts colleges of 1,500 
or less students, church-related or independent. 

Now, the American Association of Colleges has consistently sup- 
ported the college housing loan program from its inception, and for 
sufficient and good reasons. Loans under the program have been re- 
ceived or applied for by 510 of our institutions. In other words, 64 
percent—or more than five colleges out of every eight—in our asso- 
ciation have either received loans or have applied for loans. Indeed, 
455 institutions have had approved loans, one or more. 

Twenty-nine institutions have funds reserved, and 26 institutions 
have applications pending. 

Now, these figures represent, of course, all types of institutions, but 
I particularly am speaking concerning the small, private college, such 
as Juniata College, which I represent. Generally speaking the credit 
position of our small colleges is weaker than that of the universities 
or the tax supported institutions, and a comprehensive inquiry of the 
American Council on Education, to which Chancellor Williams re- 
ferred, shows that the State-supported institutions pay considerably 
less interest for their borrowed money than the private institutions— 
on the average approximately 1 percent. 

If I might speak concerning my own institution, Juniata College 
is a college of 750 students of whom 680 are resident students. We 
have more than four applications for every student that we admit. 
We hope to increase our enrollment to 1,000 students. We have had 
two loans under the college housing loan program, and we have one 
loan for which funds have been reserved. Without this program it 
would have been impossible for us to have borrowed the funds which 
we need, and we represent only one institution of these many hun- 
dreds of institutions which have need for these housing loans. 

With the recent increases in construction costs on the one hand, and 
the applications for admission on the other, the American college, the 
small private college, simply could not meet the demands for admis- 
sion without the help of the college housing loan program, and we 
can’t do it in the immediate future. Sir, as a representative of the 
small, private college, I am speaking in support of the continuation 
of the college housing loan program. 

Thank you. 

Mr. Rarns. Thank you for your statement. I am glad to have 
someone speak for the small colleges. We interrogated Mr. Hazel- 
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tine about that yesterday, and he assured us they were getting careful 
consideration, which I am glad to see. 

Gentlemen, I want to say for myself—and I am sure for the major- 
ity side of this committee—that we are extremely proud of the part this 
subcommittee has been able to play in the college housing loan pro- 
gram over the years. Speaking for myself, we have no intention of 
letting you down at this stage of the game, because I think it is one of 
the finest programs the Federal Government has ever inaugurated, 
and one that is difficult for me to see how anyone can oppose in the 
light of the plight of the American colleges, with the greatly increased 
number of students. At the same time it is a program on which the 
Federal Government is not losing any money, there are no defaults, 
and it is one of the very finest of programs. 

I have only a question or two to ask. Bills to provide additional 
loan funds have been introduced by Senator Sparkman and Fulbright. 
But just because there is no bill that has been introduced by the chair- 
man over here, is not to be interpreted at all that he is not just as 
strong for it. 

I merely wanted to wait to see whether the funds proposed were 
large enough or not. Mr. Hazeltine told us yesterday that the loan 
demand runs at about $225 million a year. Do you think that $250 
million for each of 2 years would be ample to carry the program 
during that time? 

Dr. Wiuurams. I think that is the best estimate we can make, Mr. 
Chairman. 

Mr. Rarns. Do you also think that it would enable you to catch up 
with the backlog and also meet the demand for the next fiscal year. 
Is that your idea ? 

Dr. Witit1AMs. I would think it would come near to doing it. 1 
would anticipate that the applications would outrun the money, but I 
think that the half billion dollars that we requested would be a con- 
servative estimate as to the needs. 

Mr. Ratns. Of course the meat of the coconut is this: Those who 
would oppose it suggest some other way, and they point to the fact 
that the colleges can borrow the money, and as Mr. Scheps of Tulane 
said, it is possible for you to borrow the money, but you borrow at 
such a high rate of interest that it would put an almost unbearable 
burden on college students to pay enough to amortize the loans, espe- 
cially over short periods of time. 

Is that correct ¢ 

Mr. Scuerrs. That is correct. 

Mr. Exuis. Mr. Chairman, could I speak to that point ? 

Mr. Rats. Yes, sir. 

Mr. Extis. Since I represent the small colleges, which have the 
greatest difficulty in borrowing money, and the least credit status, may 
T say that I am sure that there are not 10 but several hundreds of 
institutions which simply couldn’t borrow the money, because they 
need to borrow for other facilities as well, and to secure funds from 
their alumni to build the classrooms and libraries they need. I think 
the small colleges would be the ones in the greatest difficulty. 

Mr. Ratns. I think small colleges should look to the advantage of 
using what money they can get for building classrooms, and I think 
the Federal Government, through a program which costs no money, 
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should be of assistance to small colleges in building the housing they 
need. 

Gentlemen, I don’t have anything else to say except that you have 
presented a very good case, and I know you have a sympathetic 
committee, and I am hopeful that we will be able to get you the 
program as you want it. 

Mr. Addonizio of New Jersey. 

Mr. Apponiz1o. Thank you, Mr. Chairman. 

Gentlemen, I am sure you are aware of the fact that the adminis- 
tration has proposed an alternative for this present college housing 
loan program. As I understand the program that they have offered, 
it provides for a Federal guarantee of taxable college bonds sold in the 
private markets, supplemented by a Federal grant equal to one-fourth 
of the initial loan amount but stretched out over 20 annual payments. 

Isn’t it true that the colleges prefer the present program, and if that 
be so, could you explain to us why that is the case? 

Dr. Witu1aMs. They do prefer the college housing loan program. 
The administration bill gives a subsidy of 25 percent at the going rate 
of interest, which is intended to be the difference between what. it 
would cost to get the money from the Federal Government and what. it 
would cost to get it from private sources. 

Mr. Scuers. You asked the attitude of the institutions on this ad- 
ministration proposal, and as Dr. Williams pointed out, I think there 
is an almost unanimous feeling that the administration proposal is not 
a good substitute for the college housing loan program. I think this 
is based on two reasons: In the first place, we are not at all certain that 
the Federal guarantee would substantially reduce interest rates to 
many of the institutions. I for one doubt very seriously whether it 
would reduce interest rates to where, even with the subsidy, the col- 
leges would be able to borrow the money on as favorable terms as they 
have been able to do under the college housing loan program. 

The other point is that it introduces another factor on which there 
is not unanimity of opinion, and that is a Federal grant program in 
aid of education at this time. 

Mr. Apponizio. Actually, the administration’s program would result 
in housing costs to students being much higher because of the higher 
interest rates you would have to pay in the private market ? 

Mr. Scueps. Yes, sir; this is my opinion. 

Mr. Appon1z10. Now I have heard from some sources something 
to indicate that this is actually a subsidy because of the present in- 
terest rate formula set up under the law. 

Now can you honestly say that the college housing loan program 
has not cost the Government anything ? 

Mr. Scueps. I think I could. I think the evidence indicates that 
in some years, particularly the lower years, the program might have 
even represented a slight profit to the Government because the Gov- 
ernment was able to obtain its money on a little more favorable terms 
than those at which it loaned it back to the colleges. 

I think that is apt to vary as the level of interest rates changes over 
a long period of time, but I think I could testify that it has not cost 
the Government any money, and is not likely to in the years immedi- 
ately ahead. 

Dr. Wiutui1ams. I would like to support Mr. Scheps in his state- 
ment. 
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Mr. Rains. Would you yield a moment? 

Mr. Apponzzi1o. I yield. 

Mr. Rains. Of course originally we had the program, as I recall 
it, at an interest rate of 2% percent. We put the program on a 
formula, which we are positive does not cost the Government any 
money, and that it is not a subsidy interest rate. 

We have several other programs based on a similar formula, such 
as housing for the elderly, so I agree with you it is not a subsidized 
rate. 

Mr. Apponizio. One other question: The fact is that there have 
been millions of dollars loaned under this program and there hasn’t 
been one default at all; is that not correct ? 

Mr. Scueprs. That is correct. 

Mr. Apponizio. I have no further questions, Mr. Chairman, but I 
do want to compliment these gentlemen on making a very fine 
presentation. I think that the last sentence of Mr. Scheps’ statement 
indicates exactly my feelings, and just for the record I would like to 
repeat it, and it says: 

Failure to continue the program at this time would constitute a serious set- 
back to the educational progress of the country at a time in history when our 
Nation can least afford it. 

That is exactly how I feel and I assure you that I will work closely 
with the chairman in bringing about a worthwhile program. 

Thank you. 

Mr. Rains. Mr. Ashley ? 

Mr. Asutey. I have no questions at this time. 

Mr. Ratns. Gentlemen, we have one other witness. You can keep 
your seat in the audience, if you wish. As I understand it, Mr. Hamil- 
ton of New York was unable to get here and Mr. Thackrey of the 
American Association of Land-Grant Colleges for State Services 
will present it. Coming from Albany and a land-grant college I am 
very much in favor of your appearance. We are glad to have you 
and are sorry that Dr. Hamilton couldn’t be here. 


STATEMENT OF THOMAS H. HAMILTON, PRESIDENT, STATE UNI- 
VERSITY OF NEW YORK, FOR THE AMERICAN ASSOCIATION OF 
LAND-GRANT COLLEGES AND STATE UNIVERSITIES ASSOCIA- 
TION, PRESENTED BY MR. THACKREY 


Mr. TuHacxrey. President Hamilton was asked to appear before 
Senator Javits this morning and he had hoped to be over here by this 
time, but was not able to. 

Mr. Rains. You may proceed with his statement. 

Mr. TuHackrey. Mr. Chairman, and members of the committee, my 
name is Thomas H. Hamilton, and I am president of the State Uni- 
versity of New York in the city of Albany. It is my privilege to 
testify today on behalf of the two associations whose ceabinad mem- 
bership is made up of most of the major State universities and all of 
the land-grant plies throughout the 50 United States and the Com- 
monwealth of Puerto Rico. These associations are the State Uni- 
versities Association and the American Association of Land-Grant 
Colleges and State Universities. So, Mr. Chairman, both Auburn and 
the University of Alabama are covered in this group. 
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Members of the committee will doubtless be pleased to know that my 
statement before you isa brief one. The fact of the matter is that the 
11-year history and the effectiveness and contributions to higher edu- 
cation in this country of the college housing loan program are so well 
known to you of the committee, to the Members of the Congress, and 
to almost every institution of higher learning in the country, that 
my efforts to further demonstrate these facts seem almost redundant 
if not fatuous. 

The two associations for which I speak have a combined membershi 
of 94 institutions of which all but 2 are publicly controlled State uni- 
versities or land-grant colleges. I think the committee may be in- 
terested in the fact that during the tenure of the college housing loan 
program, 71 of these institutions have borrowed a total of $306,555,- 
000. 

I should add in passing the fact, which I am sure you already know, 
that not a single one of these institutions has defaulted in its repay- 
ments to the Government of both principal and interest. 

At the present time 29 of our institutions have applications pending 
for college housing loans in the amount of $71,118,340. There is little 
doubt in the minds of most of us that many additional applications 
will be submitted so long as there remains the slightest hope that this 
valuable program will be continued. 

So much for the facts of the program to the present date. I should 
like to present for your consideration some observations concerning the 
future which while they undeniably represent my personal and sub- 
jective opinion, I am confident are shared by my presidential col- 
leagues of State universities and land-grant colleges throughout the 
Nation. 

As you know some alternatives to the present college housing loan 
program have been suggested and proposed. These have been made 
by various members of the executive branch of the Government for 
whom we have great respect, and by others whose interest in the ad- 
vancement of higher education we do not question, but whose judg- 
ment with respect to the adequate accommodation of students in the 
future we believe to be faulty. 

It is demonstrably true that most colleges and universities, both 
public and private, could borrow money for construction purposes 
from private lending sources. Indeed this has been done in the past 
and is being done now. But I submit, gentlemen, these loans cannot 
be obtained at an interest rate comparable to that under the present 
formula of the college housing loan program. 

While there may be some institutions which believe they can in- 
crease their student charges to the extent tanger to amortize these 
loans at the higher interest rates required by vate lenders, this is a 
matter of the gravest concern to our public bwtitations which from 
their inception have been dedicated to providing quality higher edu- 
cation at the lowest possible cost. 

The Federal Government, through the college housing loan pro- 
gram, has assisted all institutions in their efforts to keep rising costs 
at a minimum. Our institutions hope the Federal Government will 
continue to believe that it is its proper function to assist institutions 
and students in this manner. 
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Our members adhere to the belief the college housing loan pro- 
gram is not and should not be considered as a Federal subsidy pro- 
gram. But if there be those who think otherwise, then we submit 
there are few aspects of human endeavor more worthy of govern- 
mental subsidy than the education of future generations. 

We are not concerned that any college will close its doors should the 
college housing loan program be abandoned. These institutions will 
survive. The only two questions which I have the temerity to ask 
before this committee are: (1) Whether without the College Housing 
Loan Program will we have the accommodations for twice our present 
enrollment, and (2) what numbers of prospective students may be 
denied their use because they cannot afford to pay the required rentals. 

Mr. Chairman, the college housing loan program has been and is 
one Federal program of assistance to higher education which enjoys 
the support of all institutions of higher learning. The State Uni- 
versities Association and the American Association of Land-Grant 
Colleges and State Universities join hands unequivocally with our 
sister institutions which are privately supported and controlled, in 
support of a continuance of this excellent program. 

Mr. Rarns. Thank you, sir . 

Mr. THackrey. Could I comment on the question which was asked 
by Mr. Addonizio ? 

Mr. Rarns. Yes, sir. 

Mr. TuHackrey. One question was whether the administration’s 
proposed subsidy would cost more than the present program. At. 
present interest rates, Mr. Addonizio, it definitely would cost more. 
Interest rates in the private market would have to go down a great 
deal before the proposed program is comparable to this one. 

Mr. Apponizto. In effect, what that means is that it would cost the 
students more money for housing? 

Mr. Tuackrey. That is correct. Then a second comment made by 
President, Ellis: It is true that public universities do enjoy an advan- 
tage in the private market in their loans, because of their tax-exempt 
feature, but they are having great difficulty marketing bonds. One of 
our institutions marketed some bonds not long ago at an interest rate 
of 4.42, and this is tax exempt, which is well over 1 percent above the 
college housing loan rate at the present time. 

Mr. Rains. Thank you, gentlemen, very much. We will give each 
of you an A this morning, and excuse you. We are delighted to have 
you appear before us. 

Our next witness is on his way. 

Mrs. Grirrirus. Meanwhile may I ask Dr. Ellis a question? 

Mr. Rarns. Yes, indeed, 

Mrs. Grirrirus. I was very interested in your statement, and I 
would like to ask you, in expanding the facilities, how much can you 
expand the faculty, or do you need to expand it ? 

Mr. Exxis. We will need to expand the faculty. 

Mrs. Grirrirus. And will you be able to do it satisfactorily ? 

Mr. Exuis. Actually it is difficult to secure faculty, but I would say 
that at the present time it is not as difficult as it was a few years ago. 
And I would say that it will be possible to secure the faculty, not with, 
verhaps, as many advanced degrees as we had hoped and wished for, 
but the market is improving in relation to faculty. The graduate 
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schools are expanding—the other gentlemen could speak concerning 
that—and the number of persons coming out of graduate schools for 
college teaching is expanding, and we do not feel in the small colleges 
that the condition is as critical as it was a few years ago. 

Mrs. Grirrirus. Thank you very much. 

Mr. Ratns. Any further questions! If not, thank you, gentlemen, 
very much. At this point in the record I should like to insert the 
statement of Lawrence L. Bethel, president of Fashion Institute of 
Technology, New York. 

(The statement of Lawrence L. Bethel follows :) 


STATEMENT OF LAWRENCE L. BETHEL, PRESIDENT, FASHION INSTITUTE OF TECH- 
NOLOGY, NEW York, N.Y., FORMER PRESIDENT, AMERICAN ASSOCIATION OF JUNIOR 
COLLEGES, REPRESENTATIVE TO THE NATIONAL COMMISSION ON ACCREDITING 


My name is Lawrence L. Bethel. I am president of the Fashion Institute of 
Technology of New York City. I have served as president of the American Asso- 
ciation of Junior Colleges, as a member of their board of directors, and as a 
working member of the association’s research and service Commissions. At pres- 
ent I am the representative of the association to the National Commission on 
Accrediting. 

I am deeply pleased to be able to join my colleagues here today to present this 
statement in support of increased funds for the college housing loan program. 
Educators are keenly aware of the increasing demands being placed upon insti- 
tutions of higher education as our population grows, as our economy expands 
and becomes more complex, and as our sensitivity to world responsibilities is 
heightened. What concerns us in this discussion are the sheer numbers of 
students beginning to arrive on our campuses, and the number of additional 
buildings that will be required to house the even greater number of students 
coming to us in September 1961, 1962, 1963, and beyond. 

In State after State, where educational needs have been carefully studied, 
recommendations have been made for the establishment of additional junior com- 
munity colleges to accommodate many of these students. In my own State of 
New York a network of junior colleges (including 20 public community colleges) 
is already beginning to bring higher education within commuting distance of 
every person desiring it. Florida, California, Washington, and many other 
States have followed suit. Many communities are facing the problem of pro- 
viding postsecondary education to their adults, their workers, and their high 
school graduates. Businessmen and industrial representatives see in the junior 
community college the opportunities for retraining staff, for providing the addi- 
tional education and training required because of automation, and more complex 
industrial and manufacturing processes. 

States and local communities are pressed to their financial limits now to pro- 
vide for elementary and secondary school building programs. It is impossible 
for them to provide sufticient funds for all educational levels. Also, many private 
institutions are caught in the scissors of rising costs and limited income. Yet 
they have a most important role to play in educating American youth. They 
need funds to build their institutions to meet the present and near-future needs. 
Pending applications for loans from the Housing and Loan Agency from both 
public and private junior colleges total more than $5,800,000. No funds are 
available from this source at this time. Many more colleges have indicated they 
plan to apply if funds would be made available. We hope members of this com- 
mittee will do all in their power to help these and other institutions to help 
themselves and American youth. 

Many junior colleges have already been aided through the issuance of loans 
under the college housing loan program. Twenty million dollars have been 
approved for junior colleges and with further reservation of funds of $10 mil- 
lion. I am submitting a listing of these institutions for which funds have been 
approved, reserved, or pending. My own institution, the Fashion Institute of 
Technology, in New York City applied for $1,770,000 for dormitories. 

Predictions are that by 1970 the junior colleges will be expected to take care 
of more than 50 percent of all freshmen enrolled in higher education. This 
means a tremendous expansion in facilities if the demand is to be met. This 
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is to free the senior colleges and universities for expansion of their upper 
division and graduate schools which only they can do. 

From the standpoint of dormitories, it is uneconomical to expect that all com- 
munity junior college students can live at home. Specialized laboratories for 
highly specialized programs are quite costly. They should not be duplicated 
unnecessarily. My own institution is a case in point. We have built a $12 
million instruction plant for a highly technical communty college to prepare 
people to enter New York’s largest industry, the soft goods industry. This 
industry headquarters in New York City, and this is where the college has been 
located. It will be the only college of its type in the State, and will enroll 
students from many States. Broome County, N.Y., takes on other high special- 
izations, and so on through various indusrialized localities of the Nation. 

This brings us to the matter of percentage quota in the Housing Act. With 
the continued trend toward centralization of population, it is to be expected that 
the growth in college facilities will be in urban areas. For example, it is esti- 
mated that New York has in excess of 10 percent of the college population. 
Yet, by the present Housing Act they can use not more than 10 percent of the 
funds. Out of 163 projects in region I, 101 had beeen in New York State, and 
yet New York State has had the largest backlog of proposals that cannot be 
served. I urge the passage of the amendment increasing the percentage 
allowance. 

I want also to make reference to provision for academics housing which I 
earnestly endorse. Furthermore, I urge that to avoid duplication in the super- 
vision of academic and dormitory housing on a single campus that provision 
be made similar to that contained in section 209(a) of Public Law 815, 81st 
Congress. 

May I close this statement by saying that I represent the fastest developing 
segment of education in this country—the junior and community colleges. The 
Nation is looking to the junior college to absorb much of the load of this decade. 
The financial problems for this work cannot be left to the communities alone 
and we must have help. 


Mr. Rains. We will be in recess until Mr. Arrington gets here. I 
believe he is just coming in now. Mr. Arrington, we are delighted to 
have you appear. 

Mr. ArRtNGTON. It is good to be here, sir, and I have a prepared 
statement which I would like to read. 


STATEMENT OF JOHN H. ARRINGTON, CHIEF, FAMILY HOUSING 
DIVISION, DEPARTMENT OF DEFENSE 


Mr. Arrineron. I appreciate the opportunity to appear before you 
today on behalf of the Department of Defense, in order to offer our 
views on proposed legislation now pending before this committee, and 
report on the progress of our military housing program. 

During the past 5 years, great progress has been made in the pro- 
vision of family housing for our military personne] stationed in coun- 
tries throughout the free world. Several programs have been utilized 
in this effort, but the Capehart program has produced more housing 
units than all of the others combined. Some of the highlights of 
progress under this program are as follows: 

More than 76,000 units were placed under construction in the short 
space of 3 fiscal years—20,742 in fiscal year 1957, 28,988 in fiscal year 
1958, and 26,491 in fiscal year 1959. To date, more than 62,000 units 
have been completed and occupied, with about 39,000 units having 
been finished in the past 12 months. An additional 25,000 units are 
currently being built at this time and it is now expected that another 
12 to 15 thousand units will be started during the next 5 months. 

This program has already, or will soon have provided housing for 
armed services families at more than 200 military installations. A1- 
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though the great majority of these installations are in the continental 
United States, 16 are offshore; there are 11 in the new State of Hawaii, 
2 in Puerto Rico, 2 on the island of Guam and 1 in the Panama Canal 
Zone. 

The 87,000 units placed under construction to date have been 
financed with mortgage loans amounting to $1.4 billion. Of this 
amount about $410 million have been provided by the Federal Na- 
tional Mortgage Association and $970 million have been obtained from 
private sources, such as State, city, and private pension funds, endow- 
ments, insurance companies, banks, et cetera. 

The average mortgage for all 87,000 units amounts to $15,750— 
$750 less than the statutory limit of $16,500. In addition, about $800 
per unit has been spent from appropriated funds to acquire sites, pre- 

are the sites and provide offsite utilities and roads. Thus the total 
initial cost for the average unit amounts to $16,550. 

In addition to the 107,000 units now in various stages of develop- 
ment, we have requested authorization for an additional 9,618 units 
in our fiscal year 1961 program. The proposed 1961 program. is 
modest because we feel it necessary to proceed with increasing caution 
as we approach substantial satisfaction of our more pressing needs. 

Sizable safety factors (approximately 175,000 units) must be pre- 
served against possible future personnel cuts and redeployments, and 
in anticipation of possible increases in the private housing supply in 
many areas. In many nonisolated areas we have deferred proposed 
projects until we can properly evaluate the impact of prior incre- 
ments. 

In recent months progress under the Capehart program has been 
slowed down considerably, due to several factors. ‘Two, which caused 
relatively minor difficulty, involved reducing the program to comply 
with a statutory limitation on the number of units which could be con- 
tracted for, and devising procedures to provide a military title guar- 
anty in lieu of commercial] title insurance wherever possible. 

But the most serious deterrent to progress has been the discount 
which our builders have had to pay in order to obtain interim and 
permanent financing. The discount has been as much 714 to 8 points 
for some projects. Since January there have been signs that the 
money market is easing slightly, but no significant change has yet been 
observed in the price paid for Capehart mortgages. 

Because this discount is an actual item of cost to the builder, it must 
be included in his bid. In a number of instances this has resulted in 
bids in excess of the statutory limit and it has been necessary to under- 
take costly redesign and readvertising. 

Accordingly, the Department of Defense has recommended an in- 
crease in the statutory ceiling to 514 percent. Such an increase would 
be consistent with increases previously granted for other federally in- 
sured or guaranteed mortgages, and it has the approval of the Bureau 
of the Budget. 

It is not anticipated that it would be necessary to increase the Cape- 
hart interest rate to the proposed new ceiling in the immediate future. 
Indications are that investors are currently seeking a net yield of about 
514 percent on Capehart mortgages. If the current easing of the 
money market continues and is reflected in the prices paid for Cape- 
hart mortgages, it is believed that an interest rate of 5 percent would 
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cause these mortgages to sell for slightly less than par. However, the 
d14-percent ceiling would provide a desired degree of flexibility. 

Another program under title VIII of the National Housing Act 
which has aided in providing housing at military installations is the 
section 809 program. As you know this program was created by Pub- 
lic Law 574, 84th Congress, and provides mortgage insurance on sales 
housing for civilian employees of the military departments and their 
contractors at research or development installations. 

To date certificates of need have been issued to the Federal Hous- 
ing Administration for 6,275 units for eight installations. While ac- 
tivity at some locations has lagged, it has boomed at others. For ex- 
ample, mortgages have been insured on 1,546 houses in Huntsville, Ala. 
and on 2,065 units in the vicinity of Cape Canaveral, Fla. 

The newest program under title VIII of the National Housing Act 
is provided by section 810, which was added last year by the Housing 
Act of 1959. This new section makes provision for building under 
FHA-insured mortgages offpost, private rental housing for military 
and essential civilian personnel at military installations. 

The Secretary of Defense or his designee is required to certify as to 
the need and feasibility of the proposed housing. Upon receipt of 
the certificate, the FHA Commissioner may insure a mortgage without 
making a finding of economic soundness (as required for basic FHA 
programs), although if he finds that the mortgage is not an acceptable 
risk, he may require the Secretary of Defense to guarantee the FHA 
insurance fund from loss. The insured mortgage may not exceed 90 
percent of the estimated value of the property and $2,500 per room (up 
to $3,500 in high-cost areas) in multifamily housing or $22,500 per 
single-family house. 

The Department of Defense opposed this legislation on the grounds 
that we could not accept as military assets any housing in which we 
would not have control as to location, design, and rental. However, 
since passage of the legislation, we have worked out with the FHA 
procedures which we believe will alleviate these objections. 

One fundamental difficulty which still confronts this program is the 
fact that in most areas reasonably adequate private housing cannot be 
built to rent at prices which military personnel can afford to pay. 
For example, a 5-room unit under this program should cost about 
$12,000 to $13,000, which would mean that the gross rent would or 
should be about $125 per month, as against an average quarters allow- 
ance of $92 per month for personnel entitled to quarters and a maxi- 
mum allowance of $96.90 for enlisted men. 

While it appears that reasonably adequate housing might be built in 
low-cost areas, it is believed that in other areas the military services 
might have to accept housing which would be somewhat less than 
adequate, or which would require rents considerably in excess of quar- 
ters allowances. 

As indicated above, we have entered into a memorandum of agree- 
ment with FHA and have drafted instructions to the military depart- 
ments. It is now expected that final instructions can be issued by the 
end of this month. In view of proposed legislation in H.R. 10777 
which would require that line item authorization be contained in the 
annual Military Construction Authorization Act before this program 
could be utilized at a given location, we have attempted to have cer- 
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tain 810 authorizations included in this year’s act. As a result, the 
Senate version of H.R. 10777, reported by the Senate Armed Services 
Committee on May 11, 1960, contained line items for 2,155 units under 
section 810 program. 

During the past several years, acquisition of Wherry projects has 
progressed at a satisfactory rate as funds from the revolving fund 
established pursuant to Public Law 1020 have become available. As of 
May 1, 1960, the military departments had acquired 62,487 units of 
the original 83,742 units constructed for Department of Defense use. 
These included 46,251 on a mandatory basis and 16,236 on a permis- 
sive basis. An additional 781 units were in process of acquisition as 
of that date. 

With respect to plans for future acquisition, it is expected that by 
June 30, 1961, an additional 6,455 units will have been purchased by 
DOD. These together with the 63,268 already acquired or in process 
of acquisition will bring the total Wherry inventory of the DOD to 
69,723. This figure, when added to the 4,319 units in default or 
acquired by the FHA, represents in excess of 88 percent of the original 
Wherry total of 83,742 units. 

From the statistics provided above, it may be noted that there will 
be 9,700 units of Wherry housing still in private hands as of July 1, 
1961. Many of these were constructed to serve installations where the 
military force has since been substantially reduced. In these cases, 
the DOD has no current plans for acquisition. There are, however, 
some projects in this group which may be acquired subsequent to 
July 1, 1961, depending upon the continued need for the housing and 
the availability of “ahs for purchase and rehabilitation. 

This statement has been cleared in substance by the Bureau of the 
Budget, which has no objections to its submission. I shall be glad 
to answer any specific questions the committee may have. 

Mr. Rarns. Thank you, Mr. Arrington. All told, it is a very good 
report. I am pleased to see that you have been able to get so much 
private money into the building of these title VIII programs. Of 
course we hope that in the future you are going to be a to get more. 

I am concerned, because I happen to know that a great many of 
the people who are interested in your program are concerned about the 
discounts, and your figures are conservative on the number of points. 
We hear of even 9 and 10 points. It is really difficult to understand 
when you have a mortgage of a type that has a double guarantee by 
the Federal Government. 

Do you actually think that an increased interest rate would cut 
that? It has been our experience, I should say, that raising the in- 
terest rates never helps anything. The maximum just becomes the 
minimum, and never cuts the discount rate. 

Mr. Arrincton. Unfortunately the increases which have been made 
in the past, and we conceded very modestly, a quarter of a percent 
at a time, were made in a constantly tighteneing market, so by the 
time we made the increase, the market had caught up with us. But 
it was a fact that, at the time we increased the interest rate from 414 
to 414 percent, the 414-percent mortgages were selling at a lower 
discount than the 4144. They were on the market at the same time. 

Mr. Rains. Have you been working—and I am sure you have—in 
conjunction with the subcommittee set up by Chairman Vinson, 
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headed by Mr. Kilday of Texas, on the Wherry problem, in an effort 
to get all of those things out of the way ? 

Mr. Arrincron. We have had a letter from Mr. Kilday, to which 
we have made a reply, furnishing certain information, and Mr. Kil- 
day indicated that there would be a hearing on this subject in the near 
future. We have not yet had a date set. 

Mr. Rains. The other day, when we had a bill on the floor, we had 
an item in it about Wherry housing, and we were assured by Mr. Vin- 
son that if we took it out that that program would go along pretty 
well. It appears to be going along well indeed. There are only 9,700 
units left. But we got a little reaction on the floor, and I want to 
ask a specific question about it. Are there any Capehart housings at 
Fort Benning, Ga. ? 

Mr. Arrineron. Yes, sir. 

Mr. Rains. Why has that Wherry housing not been purchased 
there? 

Mr. Arrinctron. I am sure that it has been, Mr. Chairman. 

Mr. Rarns. Well, I don’t know whether you read the debate that 
ensued between the gentleman from Georgia, Mr. Forrester, and his 
dean, Mr. Vinson, and I gathered there was a problem there. 

Has that Wherry been purchased there, at Benning? 

Mr. Arrineton. Yes, sir. We took control of that project on 
December 30, 1957. 

Mr. Rains. That is all I wanted to know. I just wanted to clear that 
up. 

Are there any questions, Mr. Addonizio? 

Mr. Apponizio. Mr. Arrington, referring to section 810 of the 
Housing Act, you indicated that the Department of Defense has op- 
posed this legislation in the past. In view of the action by Congress 
in placing this in the Housing Act of 1959, does your Department still 
oppose it ¢ 

Mr. Arrincton. No, sir, we do not. 

Mr. Apponizi1o. Well, would you enlighten me as to the procedure 
a builder must follow under this program / 

Mr. Arrinetron. The builder should get in touch with the com- 
manding officer of the installation where he desires to build a 810 proj- 
ect, and if there appears to be a valid need, the commanding officer 
will confer with the FHA director and after such conference will 
submit, through military channels, to the Office of the Secretary of 
Defense, request for approval of the project. 

Now because of the line-item requirement, which appears in the Mili- 
tary Construction Authorization Act for fiscal year 1961, we would 
be in a position to approve actual development of a project. only 
where we have such line item authorization. 

Mr. Apponiz1o. In other words, these 2,000-and-some units, under 
the Military Construction Authorization Act, would be earmarked 
for certain areas? 

Mr. ArrINGTON. Yes, sir. 

Mr. Appontz10. Do you know if any have been earmarked for War- 
ner Robins, Ga. ? 

Mr. Arrineton. I believe 200 units. 

Mr. Apponiz1o. Where are the others ? 
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Mr. Arrtnecron. There is a project for Crystal Springs, Miss., 
in the amount of 178 units. 

Mr. Apponizio. What is at Crystal Springs, Miss. ? 

Mr. Arrineton. An aircraft control and warning station. 

Mr. Apponizio. What is the total personnel there? 

Mr. Arrincron. That I do not have with me, sir. I can provide 
it for the record. I am sorry, the figure I gave you for Crystal 
Springs was wrong; it is 27. It is 178 units for a naval air station 
at New Iberia. 

Mr. Apponizio. Who has set up where these units will be placed ? 

Mr. Arrineton. Pardon? 

Mr. Apponizio. Who has set up where these units would be placed? 
Was it done by the Armed Services Committee or the Department 
of Defense or FHA ? 

Mr. Arrineron. In anticipation of this line item requirement, we 
recently wrote a memorandum to the military departments and sug- 
gested that even in advance of the issuance of our final procedures for 
the 810 program, they should submit to us at least a preliminary 
request for 810 projects so that we could communicate these requests 
to the Senate Armed Services Committee, and this was done by the 
Navy and Air Force. The Navy also asked for a project in New 
York alternatively, either 810 or Capehart, and the Air Force re- 
quested four projects, I believe, aedeling one at 

Mr. Apponizio. The Air Force requested only 200 units for Warner 
Robins ? 

Mr. Arrineron. That is correct. 

Mr. Apponizio. That is all. 

Mr. Rarns. Any other questions? 

Mrs. Suuiivan. May I intrude in this, Mr. Chairman, for some 
knowledge ? 

Mr. Ratns. Yes, Mrs. Sullivan. 

Mrs. Sutiivan. Mr. Arrington, do you have any knowledge of how 
many defense installations have been closed in the past 2 years? 

Mr. Arrineton. I couldn’t give you a figure on that. I would have 
to supply that for the record, but I would be glad to do so. 

Mrs. Sutiivan. I would be interested in knowing; and then how 
many housing units have been abandoned because of the closing of 
these installations within the past 2 years? 

Mr. Arrrnctron. We would be glad to supply that for the record. 

(The information referred to above is as follows:) 

During calendar years 1958 and 1959, 72 military installations were inacti- 
vated. At these bases, there were 3,270 units of family housing which, for the 
most part, were old public quarters and other Government-owned housing which 
were occupied by military personnel on a rental basis. These units were deter- 
mined to be excess to military requirements and have been or are in the process 
of being disposed of in accordance with applicable laws and regulations. In 
those instances where an adjacent activity or a caretaker force requires all or a 
portion of the housing, sufficient units are being retained for further use by the 
Department of Defense or other Government agencies. 

Mr. Ratns. You may do so. 

Mrs. Sutiivan. One other question: Have the plans for housing in 
the various defense installations—for instance, in one area, if there 
would be an Army and a Navy and an Air Force installation in this 
particular area, have the housing plans ever been consolidated so that 
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one set of plans could be used for a two-bedroom house, and one set 
for a three-bedroom and so forth ? 

Mr. Arrtineron. Yes, Mrs. Sullivan; that doesn’t fall in my particu- 
lar area of responsibility, but there has been an attempt to use stand- 
ardized plans within a given geographical area, and then simply site 
them from project to project. The services have accomplished quite a 
bit in this regard. } 

Mrs, Sutiivan. We found several years ago where, in the very same 
area, it was taking, if I can recall properly, about 18 months to go 
through all the preliminaries of drawing up plans and getting things 
set up and getting them OK’d at each installation. The Air Force 
would have one group working on it, the Navy would have another, 
and they couldn’t take one set of plans for all of the installations in 
that area because the Navy wanted something different from the Air 
Force. 

Mr. Arrincton. I think they have made some progress since that 
time. 

Mrs. Sutuivan. We hope so. That is all, Mr. Chairman. 

Mr. Rarns. One other question. I hear complaints from contrac- 
tors—of course these buildings that are being constructed are actually 
the property of the man who is doing the building until they are com- 
pleted and then the Federal Government buys them. That is the 
legal setup, is it not? 

Mr. Arrinetron. Yes, sir. 

Mr. Rains. These people building these projects tell me—and I 
have heard from several of them—that while they have a project archi- 
tect and engineer from the Government standpoint, that is to see that 
they put into that what they expect to buy, but at the installations the 
CO assigns some lieutenant as a project director, and that he is wield- 
ing a rather big stick by saying, “This has to be done this way, and 
that that way,” and as a result causing long delays and costing the 
people building a lot of money on the interest rates they have to pay. 

I am not saying this is true, but I am saying the complaint has Sm 
made. I wish you would check into that. If you have an architect- 
engineer, it is difficult for me to see why somebody assigned by the 
commanding officer ought to be able to tell the builder, “You do it 
this way or that way.” Of course, I realize that the builders always 
want to stand in with the commanding officer, but in reality the Gov- 
ernment should be interested in the architect-engineer’s decision 
about what is right. 

Do you think that is right? 

Mr. Arrineron. Yes, sir; I think so. 

Mr. Rains. Do you hear of any complaints along that line? 

Mr. Arrineton. No; I can’t say that Ihave. I think this possibly 
might refer to Air Force projects, but I can’t actually think of a par- 
ticular instance. 

Mr. Rarns. Check into it for us. We have had some complaint, and 
of course we want to be sure that the building comes up to plans and 
specifications, but we don’t want somebody designated to change those 
plans and specifications after they have been approved by the archi- 
tect-engineer. 

I don’t say it is true. I just say that is a complaint that has come 
to the attention of the committee and ought to be looked into. 
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Mr. ArrineTon. We will be glad to give you a report on that, sir. 

Mr. Rains. All right. 

If there are no other questions, Mr. Arrington, we are delighted 
that you came. Thank you for your testimony. With that I am 
proud to say that the committee is up to schedule and we will meet 
tomorrow at 10 o’clock. 

(Whereupon, at 11:15 a.m., the committee adjourned, to reconvene 
at 10 a.m., Thursday, May 19, 1960.) 
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THURSDAY, MAY 19, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON HovsIna, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1801, New House Office 
Building, the Honorable Albert Rains (chairman of the subcommit- 
as presiding. a 

resent: Representatives Rains (presiding), Addonizio, Barrett, 
Sullivan, Griffiths, Ashley, Rutherford, Barr, Widnall, and Der- 
winski. 

Mr. Rains. The committee will be in order. 

Our first witness this morning is Mr. Martin Bartling, president 
of the National Association of Home Builders. With him are Mr. 
Severin and Mr. Burke and Mr. Coulton. You gentlemen please come 
around. You may proceed. 

As I understand it, Mr. Bartling is going to give the general testi- 
mony on the behalf of the homebuilders and Mr. Severin is going to 
discuss the central mortgage bank proposal. 

Mr. Barriine. That is correct. 


STATEMENT OF MARTIN L. BARTLING, JR., PRESIDENT, NATIONAL 
ASSOCIATION OF HOME BUILDERS; ACCOMPANIED BY NELS G. 
SEVERIN, PAST PRESIDENT, NAHB; E. J. BURKE, JR., FIRST VICE 
PRESIDENT, NAHB; AND HERBERT COULTON, GENERAL COUNSEL, 
NAHB 


Mr. Barriine. Thank you. Mr. Chairman and members of the 
subcommittee, my name is Martin Bartling, Jr., and I am a home- 
builder in Knoxville, Tenn. I appear before you today as president 
of the National Association of Home Builders, a trade association 
representing 44,000 members affiliated in 342 local and State associa- 
tions in all parts of the United States. 

I appreciate this opportunity to express the views of the home- 
building industry on the current status of the industry and with 
respect to the many legislative proposals now pending before this 
subcommittee. 

At the outset I should like to discuss very briefly with the sub- 
committee some of the fundamental problems facing the housing 
industry, the Government and the American public today. We look 
at the decade of the 1960’s as being both a tremendous opportunity 
and a period which will require redoubled efforts on the part of all 
who are concerned with American housing to work out better solu- 
tions to a whole range of problems with which all of us are familiar. 
_ During the decade of the 1950’s we produced some 12 million hous- 
ing units. During the same period our population increased by 25 
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million, and our gross national product increased by about 70 percent 
to $500 billion. During the sixties we are told that our population 
will increase by 34 million, and our gross national product will i»- 
crease another 50 percent to $750 billion. 

Our present rate of production is only slightly more than 1,100,000 
units per year. Even if we are successful in raising 1960 production 
to 1,200,000 units, it is obvious that we are falling substantially behind 
our minimum housing requirements. A recent Senate subcommittee 
report on mortgage credit, for example, concluded that during the 
1960’s we must produce at least 16 million houses if we are to keep 
pace with the needs of our expanding population and growing urban 
centers. We heartily concur in this sale and I can assure you 
that we in our association are doing our best to meet this challenge 
of the sixties. 

I may say this, Mr. Chairman. It is a matter of some cause for 
alarm and concern to me and to our association that even though in 
1959 the dollar volume of housing was the highest ever, that we actu- 
ally built less houses in 1959 than we did 10 years ago, in 1950, despite 
the 25 million increase in population I mentioned a minute ago. 

Moreover, in addition to a lower-than-hoped-for production rate, 
we are concerned with the plight of the great mass of lower income 
families. The last available figures indicate that 36 percent of the 
families in this country have annual incomes of less than $4,000. 

Customarily we have looked to the FHA as the principal device 
available to the building industry to help in the production and financ- 
ing of modest priced homes. Yet, despite the fact that low-income 
families represent such a high proportion of our total population, 
families in this income group represented less than 4 percent of the 
purchasers of FHA houses in 1958. Similar figures are not available 
on housing produced and sold with conventional financing, but it 
seems only reasonable to assume that the picture is certainly not better 
and may even be worse. 

A whole complex of factors has prevented us from making more 
substantial progress in meeting the housing needs of the people of 
moderate and lower income. These involve speculative land costs, 
increasing and expensive local and Federal requirements, increases 
in the cost of materials, increases in the costs of community facilities, 
outmoded building codes, lack of technical research, and finally, but 
by no means least, chronic shortages of and excessive charges for 
mortgage credit. 

I might say at this point also, Mr. Chairman, that this vacuum that 
is existing in the lower income housing is a cause also of considerable 
concern to us. We feel this brings into play certain political, socio- 
logical, and economic problems that we should be concerned with, and 
if solutions are not found, I think the problems will become increas- 
ingly serious in the years ahead. 

is a limited but nevertheless serious way we in NAHB are diverting 
a substantial share of our resources to attacking all of the problems 
which I have just enumerated. For example, we are now engaging 
in a special study on the economic utilization of land; we have estab- 
lished a modest research laboratory in which we are carrying on a 
series of tests and projects which we hope will result in cost savings 
techniques; we have sponsored a series of research houses striving 
in each case to improve construction techniques and to stimulate the 
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utilization of new and economical products; we are undertaking spe- 
cial studies in the fields of mortgage financing and are attempting 
to develop newer, improved and more acceptable means of housing the 
lowest income families in our society. We have initiated intensive 
work in the building codes field. 

Frankly, we are proud of these projects, but we would be less than 
realistic if we implied that through our efforts alone all of the solu- 
tions which this country needs could be found. The challenge which 
we face will demand the best efforts of all groups within the industry, 
the administrative agencies of Government and the Congress. 

Now, as to the status of homebuilding. In general, 1960 has been a 
disappointing year for the homebuilding industry. "As a result of a 
combination of factors, in particular, the high price of and the general] 
tightness of mortgage money in the late months of 1959 and the early 
months of 1960, housing starts have run considerably below the same 
month of the previous year. While it is true that money has been 
somewhat easier in recent months, though the price for that money is 
still extremely high, there is an unavoidable time lag between the 
availability of funds and improvement in the housing scene. 

In the first 4 rage of this year housing starts were nearly one- 
fifth lower than a year ago. At best, and this is a fairly optimistic 
best, we look for a bi of 1,200,000 housing units this year which 
would be close to 200,000 below 1959's level. In the general state of 
sidewise drift in the overall economy, there is little likelihood that the 
volume will exceed the 1,200,000 level. 

I would like to make it abundantly clear that we in the homebuild- 
ing industry regard a volume of this size as thoroughly inadequate 
and a poor showing for a vigorous and healthy economy such as we 
now have in the United States. While it does not portend immediate 
crisis, it certainly means that. we will be doing less than is necessary 
to meet. the housing requirements of the American people. 

One factor in the relationship of housing to America’s growth 
that is of particular concern to us is the inese scapable conclusion that 
homebuilding has been used as a balance wheel for the rest of the 
economy. We are submitting material for the record with this state- 
ment, including charts and comments which clearly indicate the coun- 
tercyclic: al experience which the homebuilding industry has had in 
the past decade (app. I, with attachments A and B). And Mr. Chair- 
man, we would like to "submit these as appendixes for the record. 

Mr. Ratn. They may be included in the record. 

(The documents referred to are as follows :) 


APPENDIX I. THE CURRENT STATUS OF THE HOUSING INDUSTRY 


At the outset of my testimony I should like to give the members of this sub- 
committee a brief summary of the housing situation as we in the homebuilding 
industry view it. 

Expressed in very simple terms, the year 1960 has so far been a disappointing 
period for the homebuilders of this country. As a matter of fact, the current 
state of affairs really dates from last fall when mortgage money became in- 
creasingly difficult to obtain and expensive to pay for. Since that time housing 
starts have generally run considerably behind the same month the year previous. 
During the first 4 months of this year the total volume of new private housing 
which the industry was able to start was some 19 percent below the levels at- 
tained in the same period of 1959. I have attached to my formal statement a 
simple memorandum comparing the housing-starts figures for these two periods 
(attachment A). 
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As I am sure the members of this subcommittee will recall, as we moved into 
1960, there was widespread optimism about the overall economic outlook for the 
year ahead. A spirit of optimism pervaded the thinking of economists for 
virtually every sector of the economy—except homebuilding. There was general 
agreement that homebuilding activity in 1960 would be below 1959. I take no 
particular pleasure in the fact that the forecasters proved to be right only in 
the housing field. Housing has declined but the overall improvement in the 
economy as a whole has not occurred. Rather, the economy has remained on a 
somewhat high plateau during the first quarter of 1960 but has shown no real 
forward movement nor are there any indications that there will be such move- 
ments within the immediate future. 

So far as homebuilding is concerned, we anticipate that the next several 
months may show some slight improvement over the situation which now pre- 
vails. At best this is far from a satisfactory outlook. Production at an an- 
nual seasonal rate of only silghtly more than 1,100,000 is simply too low a figure 
when weighed against the housing demands of the American people. 

The question is frequently asked as to why homebuilding volume has not 
improved since the money markets have eased somewhat in recent months. I 
know that the members of this subcommittee are thoroughly familiar with the 
sensitivity of homebuilding activity to the availability and price of mortgage 
credit. The subcommittee also understands, I am sure, that usually there is a 
lag of anywhere from 3 to 6 months between the time funds do become available 
and that availability is translated into additional housing starts. The money 
market was extremely tough last fall and the industry just does not start up 
quickly after the kind of cutback we had to take at that time. Finally, while 
it is true that the general money markets are somewhat easier than they were 
last fall, it is also true that mortgage money behaves rather differently than 
other types of credit. Time and time again we have learned that mortgage 
money is the last type of credit to feel the effects of any general money easing 
just as it is the first to feel the effects of tightening. 

On the whole, it has been our experience that mortgage interest rates are still 
higher than they were a year ago and discounts are about the same, even though 
there has heen some easing in the general money market. We see little hope 
that this situation will be measurably improved in the near future. For one 
thing, certain of the forces which have contributed to some easing in the money 
market are not likely to continue. For example, the fact that homebuilding has 
been proceeding at substantially reduced levels in recent months has undoubtedly 
been one of the factors which has contributed to some easing in the market. 
The same may well be true of the slower than expected business conditions. 
Furthermore, tax receipts by the Treasury will be heavier than expenditures 
during the first half of 1960 which will fall behind in the second half when the 
Treasury will again be in the market to refinance maturing Issues. 

To sum up I should say that, while we expect some moderate improvement in 
the housing production picture in the months ahead, we are convinced that we 
will have real difficulty in producing as many as 1,200,000 units this year. 

I certainly do not mean to imply that a volume of this size indicates an imme- 
diate and major crisis situation. At the same time, I cannot emphasize too 
strongly my own conviction that production at this level is cause for neither 
satisfaction nor congratulations to the housing industry. Quite to the contrary, 
I think we are falling far short of what the industry should be doing in the way 
of providing housing, particularly for the large group of underhoused citizens 
who are in the moderate income group. 

I firmly believe that we could build and sell a minimum of 200,000 units more 
this year if mortgage funds were available in reasonable supply and at reason- 
able prices. Certainly, an added volume of this size would place no great strain 
on the suppliers of material or our labor force. Actually, if our forecasts prove 
accurate, we will produce 200,000 less units this year than we built in 1950 when 
our population was 25 million fewer and when our gross national product was 
only $284 billion as compared with the over $500 billion expected this year. As 
a matter of fact, in the last 4 years over the past decade, the industry has pro- 
duced more than the 1,200,000 units which we will be fortunate to build this 
year. Thus, the volume of new homes in 1960 at the most optimistic estimate 
will be a good 400,000 units less than the annual level for the next 10 years 
found necessary by your subcommittee in its recent report on “A Study of 
Mortgage Credit.” 

It is our firm belief that so long as production continues at present levels we 
are sadly underproducing the housing which is sorely needed if this country is 


eS Sh le” lL ee 


ie > Peal 








GENERAL HOUSING LEGISLATION 161 


to make any improvement of consequence in American living standards. In 
point of fact, the production of 1.2 million homes a year is barely adequate to 
meet the requirements which arise from new family formations and the replace- 
ment of units that will be lost as a result of demolition and similar causes. In 
short, we are barely holding our own and holding our own is simply not good 
enough for what should be a growth industry in an expanding American 
economy. 

If I may, I should like to emphasize to the committee certain of the basic 
reasons which seem to underlie the problems faced by the housing industry. 

In the first place, if we examine the whole pattern of economic growth during 
the past 10 years it is hard to escape the conclusion that homebuilding has been 
used as a balance wheel for the rest of the economy. I have attached to my 
statement a chart which compares housing starts and the economy generally 
in the postwar period (attachment B). The chart highlights dramatically how 
much greater has been the fluctuation in homebuilding than in the economy as a 
whole. You will note on the chart that in each of the postwar recessions home- 
building seemed to lead us in and lead us out—an honor which we would be 
happy to do without, as you can well appreciate. 

On the surface this would seem to be a good demonstration of a generally ac- 
cepted economic theory that homebuilding is more volatile than the economy 
as a whole and that housing starts lead economic activity both on the downswing 
of a recession and the upswing of a boom. Yet it seems to us that this demon- 
stration is a thoroughly misleading one. Throughout the postwar period the 
volume of homebuilding has been closely influenced by Government policy and 
by actions of the Federal Reserve. In fact, a very close correlation could be 
made between governmental actions and the reaction of homebuilding. 

The net result of the balance-wheel role which housing has filled has meant 
a great deal of up-and-down activity during the past several years. 

Without dwelling at length on the point, I should like to remind the commit- 
tee that any industry which shows such marked fluctuations and such an in- 
duced instability is laboring under severe and very real handicaps in its at- 
tempts to achieve production efficiency. Without a reasonable degree of stabil- 
itvy—reasonable enough to allow builders to plan their operations for some time 
into the future—we can at best make only slow progress in the reduction of true 
housing costs. I know of no industry in America that has successfully improved 
its efficiency and reduced its costs which did not enjoy, during the process, a fair 
degree of stability in terms of its production and marketing levels. 


ATTACHMENT A. Housine Starts ACTIVITY 

In recent months housing starts have fluctuated within a very narrow range, 
some 15 to 20 percent below the same period of last year. This continuing stabil- 
ity at a low rate probably reflects a lack of “zest” in the markets, both of 
mortgage money and sales. While the results so far this year are disappointing, 
the very fact that no decline has taken place since early this year is in itself 
somewhat encouraging, given the sidewise drift of the economy generally. The 
moderate recent easing in mortgage money supply—though not particularly in 
the cost of that money—permits some mild optimism for improvement in the 
months ahead. This, despite the unexpected drop in FHA new home applica- 
tions, is about the way the situation now sizes up. No great changes in either 
direction seem immediately in prospect, though moderate improvement may 
occur through the summer months. 

Table A—1 shows housing starts monthly so far this year. Table A—2 shows 
the situation as of April 1960 for starts by type of financing and applications 
under FHA and VA. 


TaBLE A-1.—Housing starts 1960 compared with 1959 


| 
Seasonally adjusted 
annual rate 





| Monthly totals 











| 
1959 =| = 1960 1959 | =~ :1960 

A ES RS ONE: RENN: Rei MA § See. EA TEs SR TN as eI UE 
January__.-. : 4 87, 000 | 76, 300 1,364.0 | 1, 210, 000 
ee ees a Seer oan 94, 500 76, 500 1, 403, 000 1, 115, 000 
RN ah cs renalencaccs as 121, 000 97, 800 1, 403, 000 1, 125, 000 
Po: Se HRS CR SRE CT (2 ; 142, 200 110, 400 1, 434, 000 1, 135, 000 
Total, 4 months................-.-------- 444, 700 | 361,000 | 11,405,000 1 1, 144, 000 





1 Average for 4 months. 
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TABLE A-2 
(Thousands of units] 
Current month Same month, Ist 4 months 
year ago 
Summary of nonfarm housing data 
for April 1960 

April | March | Percent| April | Percent} 1960 1959 | Percent 
1960 1960 | change} 1959 | change change 
ee ei tennanee 110. 4 97.8 | +12.9 142.2 | —22.4 361.0 444.7 —18.8 
WS SES CE BE CNET ee Ea 1.5 3.1 | —51.6 4.8 | —68.8 8.2 11.6 —29.3 
| RSPR Sees Serene 108.9 94.7 | +15.0 137.4 | —20.8 352.8 433.1 —18.6 

Private starts, seasonally adjusted iss Dee ie ch Lata 
NS See 1, 135 1, 125 +0.9 1,434 | —20.9 1, 144 1, 405 —18.6 
Conventional starts. ..----.--------- 76. 2 67.6 | 412.7 92.8 | —17.9 250. 6 296. 0 —15.3 
ee i ckwa gee annwn 7.3 5.2 | +40.6 11.0 | —34.0 21.3 33.8 —36.9 
a baa cigs 25.4{ 21.91 +4161] 33.5] —24.2| 80.9| 103.3] —21.7 
ES eae 1.7 2.5 | —31.0 3.4 | —49.2 8.0} 10.6] —24.0 
Individual homes.._-.------------ 23.7 19.4 | +22.2 30.1 | —21.4 72.8 92.7 —21.4 
Proposed new units in: : 
VA appraisal requests----.-.------ 13.7 12.9] +6.4 18.9 | —27.4 50. 6 80.9 | —37.5 
FHA applications_-...-.....------ 30.2 34.2 | —11.8 46.9 | —35.7 111.7 157.5 —29. 1 
ot ae ney (ALLE ET 7.7 6.8 | +13.0 7.9 —2.4 24.4 24.5 —0.4 
Individual homes - --.--.------ 22.5 27.4 | —18.0 39.1 | —42.4 87.3 133. 0 —34.4 

Existing units in: “ ee 

VA appraisal requests -----.------ 6.6 5.9 | +11.6 8.3 | —21.0 21.7 30.3 —28. 4 
FHA applications.-.-.-.-.--------- 34.9 34.3 | +1.7 52.5 | —33.5 |} 122.5] 183.0} —33.1 





























Norte.—Percentages calculated prior to rounding of figures. 
Sources: Bureau of the Census, Federal Housing Administration, Veterans’ Administration. 
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APPENDIX II. STATEMENT OF THE NATIONAL ASSOCIATION OF HOME BUILDERS 
ON PERTINENT LEGISLATIVE PROPOSALS AFFECTING HOUSING 


CENTRAL MORTGAGE BANK (8. 3541; H.R. 12153, H.R. 12216) 


NAHB strongly favors enactment at the earliest possible date of the amend- 
ments to FNMA and other provisions in the companion bills introduced May 12, 
1960, to create a more effective central mortgage reserve facility. The provi- 
sions we support are contained in 8. 3541 and H.R. 12216; these supplant and 
replace earlier proposals, some of which are contained in title II, H.R. 12153, 
sections 201 and 202. 


DEPARTMENTAL STATUS FOR HOUSING (S. 3292; H.R. 12/53) 


NAHB favors a Cabinet post for housing and urban affairs. Accordingly we 
support the purpose of 8. 3292 and title V of H.R. 121538, though not necessarily 
endorsing each of the specific provisions in these proposals. We favor the 
designation ‘“‘Department of Housing and Urban Affairs” and the transfer of all 
Federal housing functions to the new Department. We believe “the problems of 
building and financing homes for the predicted population explosion of the 
decade just starting make essential a voice for homebuilding at the highest 
governmental policy level” (1960 NAHB policy statement). 


A NATIONAL HOUSING GOAL (8S. 3379) 


NAHB has no policy on this proposal in section 1 of S. 3379, introduced April 
18 by Senator Sparkman. In the NAHB 1960 policy statement, however, we 
“urge a clear definition of current Government housing policy to the end that pro- 
grams of the Government in this area can be better coordinated in the interests 
of housing for the American people.” The proposal in S. 3379 would call for 
an annual Presidential message “including statements and recommendations con- 
cerning a residential construction goal’ and a report by January 20 “indicating 
the minimum number of housing units which should be started” during the com- 
ing year or 2 years “in order to be consistent with the program of the Presi- 
dent.” The bill also requires the report to contain an indication of how exist- 
ing law will be administered to achieve the goal and new legislation recom- 
mended as necessary in order to reach the specified number of units, 


FHA-HHFA HOUSING RESEARCH (S. 3379) 


NAHB welcomes the cooperation of all concerned with homebuilding and 
home finance, including all segments of the Federal Government, in our efforts 
to improve the quality and lower the cost of homes to their buyers through con- 
stant research to obtain better construction materials and methods. We support 
enactment of sections 2 and 3 of 8S. 3379 which would authorize HHFA to under- 
take and carry out a research and study program and require FHA to encourage 
the use of new construction design and technology where it can reduce cost 
without sacrifice of quality. These efforts should effectively supplement our 
own program of working in cooperation with materials and equipment manu- 
facturers and all others concerned, through our national housing center, our 
annual convention-exposition, our research committee and institute, our research 
laboratory, and our program of research houses built in various sections of the 
country to field-test new methods and materials. 


FHA INSURED LOANS FOR LAND DEVELOPMENT (H.R. 12153) 


NAHB favors development of an FHA-mortgage insurance program to finance 
land development similar to the proposals in title IV of H.R. 12153 introduced 
may 10 by Representative Rains. However, time has not permitted a policy po- 
sition on the specific provisions of title IV of H.R. 12153 which would authorize 
FHA to insure up to a 5-year mortgage loan to cover the land and water lines, 
sewer lines, utility plants, pavements, buildings, curbs, gutters, and other im- 
provements on the land when the FHA finds that it will aid in economically 
sound land development. The total single loan limit is $5 million, with a trans- 
fer of $10 million of FHA funds to a new land development insurance fund. 
There would also be a loan limit of 80 percent of the cost of the land plus cost 
of development, and not more than 90 percent of the loan could be dispersed in 
insured advances prior to completion. 
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CONVENTIONAL MORTGAGE SECONDARY MARKET (TITLE III, H.R. 12153) 


NAHB has no policy on the provisions of title III of H.R. 12153 introduced 
May 10 by Representative Rains, and creating a secondary market for con- 
ventional mortgages within the Federal Home Loan Bank System. However, 
we generally favor all sound means of improving the conventional mortgage 
market. The proposed Home Mortgage Corporation Act under title III of H.R. 
12153 would create and charter a Home Mortgage Corporation operated under 
the Federal Home Loan Bank Board. The Corporation could issue capital stock 
to Federal home loan banks, borrow money, and issue securities up to 10 times 
its capital, surplus and reserves, and would be exempt from Federal, State, and 
local taxes; its securities would be taxed. Federal home loan banks and Fed- 
eral savings and loans could purchase stock, sell mortgage to the Corporation, 
and thus provide liquidity in the conventional loan field. 


MIDDLE INCOME HOUSING (S. 1342; TITLE II, H.R. 12152) 


NAHB has adopted no policy on the proposals in S. 1342 and title II, H.R. 
12152, which would establish an extensive Federal loan program for housing for 
sale or for rent by families having a moderate to lower income level. However, 
our belief in general has been that a complete and full use should be made of 
existing Federal insurance and guarantee programs supplementing and assisting 
private enterprise, with the single exception of public housing, before enlarging 
or expanding direct Federal control and intervention in home financing and 
construction. The provisions of S. 1342 would create a new Federal limited profit 
mortgage corporation to make loans for housing construction on a 50-year term 
and a subsidized rate of interest for families of moderate income who cannot 
buy or rent new housing financed otherwise. Funds would be obtained by issu- 
ance of securities which would be tax exempt. The provisions in title II, H.R. 
12152, are similar and would authorize loans to nonprofit corporations for 
rental housing for low- and middle-income families displaced by urban renewal. 
The loans would be for 60 years and bear the same rate of interest as for REA 
loans (presently 2 percent). 


VETERANS PROGRAMS (S. 3275; S. 3276, H.R. 7903 ; H.R. 9601 AND RELATED BILLS) 


NAHB favors extension of World War II home loan guaranty program but 
has no policy on the direct loan program (S. 3276). In addition to an extension 
of the World War II guaranty program, we favor giving VA authority to set a 
fiexible interest rate with a 6 percent ceiling comparable to that which has 
existed for yearsin FHA. Also, to counteract high discounts in the VA program, 
we recommend use of the NSLI fund to invest in long-term FNMA debentures to 
purchase VA mortgages for new construction. 


INTERNATIONAL HOUSING (S. 3282) 


NAHB has no policy on this specific proposal to permit Federal savings and 
loans to invest limited funds from reserves in home financing institutions outside 
the United States. However, we favor generally actions to stimulate private 
enterprise and home ownership in foreign lands, particularly Latin America, 
toward which this proposal seems to be directed. 


INSURANCE OF CONDOMINIUMS (S. 3502, H.R. 11914) 


NAHB supports enactment at the earliest possible date of these companion 
bills which would permit FHA to insure individually owned units in a multi- 
family structure. This method of ownership is well known under civil law and 
well established in Latin American countries including parts of the United 
States, including especially Puerto Rico, where substantial conventional invest- 
ment and construction under condominium ownership is currently underway. 
Passage of this amendment will add a useful authority to FHA, of great 
significance to Puerto Rico, and possible widespread importance as a means of 
providing property ownership to lower income famliies in built-up urban centers. 


COMMUNITY FACILITIES (8S. 467; S. 19555 S. 3498) 


NAHB supports Federal and State aid to communities for water and sewerage 
installation, storm drainage, public parks, and recreation areas, but at a going 
rate rather than a subsidized rate of interest. We have no position as between 
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the specific bills before the committee but support their general purpose and 
an increase in the public facility loan program. 


URBAN RENEWAL (S. 1680; S. 3042; S. 31483 S. 3278; S. 3458; S. 3509; H.R. 12152) 


NAHB has no policy on the several bills before Congress and the many specific 
provisions within these bills. However, we support a high rate of capital grant 
funds for continued use in Federal urban renewal programs and, in general, 
we favor the development and testing of new tools and techniques for the con- 
servation of our present housing inventory through rehabilitation. We believe 
the increasing demands for relocation housing require immediate study of this 
difficult problem and we hope that urban renewal projects will be developed in 
unit sizes within the capacity of local builders. 


PUBLIC HOUSING (S. 3509) 


NAHB opposes any further expansion or liberalization of the public housing 
program. We believe that there is a growing realization that public housing has 
failed and that this is now shared with us by many of its former proponents. 
On the other hand, we believe this has resulted in an active search in which 
we are participating for a more acceptable and effective private enterprise sub- 
stitute to aid in the provision of homes for low-income families. For such 
families, displaced from slums by urban renewal and other programs, we believe 
the problem of relocation must receive more intensive congressional and admin- 
istrative attention to make more workable the private enterprise solutions and 
to expand the opportunity for such families to obtain a greater share of the new 
and existing housing inventory. The provisions in 8S. 3509, introduced on May 9 
by Senator Clark, are opposed by NAHB policy. They would authorize addi- 
tional contributions for elderly families occupying public housing, authorize 
about 100,000 additional public housing units, permit the sale of public housing 
to tenants, and permit overincome tenants to remain in public housing projects. 


FHA AMENDMENTS (IN SEVERAL HOUSE AND SENATE BILLS) 


Authorization (S. 3504; 8. 8509; H.R. 12153).—NAHB supports S. 3504 which 
would remove the limitation on the aggregate amount of FHA’s general mortgage 
insurance authorization and the separate limit on the amount under title II 
of the act. We believe this would prevent needless interruption in FHA’s future 
operations and eliminate the disruption or slowdown of homebuilding which 
occurs whenever FHA’s authorization ceiling is reached by increased produc- 
tion volume under its programs. The provision in S. 3504 is preferable to section 
2 of S. 3509, introduced May 9, 1960, by Senator Clark, which would add $4 
billion to the current ceiling of $15 billion under title II of the act (which could 
be reached before the end of 1960 though FHA currently believes not). 

Title I program (S. 3500; H.R. 121538; H.R. 12172) —NAHB favors permanent 
extension of the FHA title I property improvement and home modernization 
insured loan program plus removal of the dollar limit on its loan authorization 
as provided under S. 3500 and H.R. 12172. Failing this, we support a lesser 
extension and increase in insurance authority, for the program is far too valu- 
able to the Nation’s homeowners and the proper maintenance of our housing in- 
ventory to be let expire as would otherwise be the case under existing law. 

Acceptance of individuals as mortgagees (H.R. 10213)—NAHB has no policy 
on this proposal. As a general matter, however, we favor any sound proposal 
which would increase the flow of savings into home mortgages. 

Downpayments (H.R. 12153).—NAHB has no policy on the new proposal in 
H.R. 12153, introduced May 10, to eliminate the FHA minimum downpayment 
requirement on single-family homes up to the first $13,500 of value and substan- 
tially reduce the minimum downpayment requirements on homes on higher 
valuations. In the past, however. NAHB has supported the adjustment and 
liberalization of FHA downpayment schedules to meet prevailing credit needs 
and standards of modern home buyers and lenders consistent with sound credit 
experience. 

Mortgage amount (H.R. 12153).—NAHB supports a maximum mortgage 
amount for FHA insurance of $30,000. The bill, H.R. 12153, calls for an increase 
from $22,500 to $25,000 and therefore is supported by NAHB, though we would 
prefer a higher limit comparable to the initial ceiling of $16,000 established in 
the original law in 1934. 
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Term (H.R. 12153).—NAHB favors a maximum term of 40 years on FHA- 
insured home loans. Accordingly, we support the provision in H.R. 12153 which 
would provide an increase in term from 30 to 35 years, with discretion in FHA 
to increase this to 40 years for insured loans in hardship cases where the family 
could not otherwise meet the monthly payments. (A similar discretionary power 
worked well for VA-guaranteed home loans during the Korean credit control 
period, and FHA may already insure loans up to 40 years under the section 213 
cooperative and section 221 relocation housing programs. ) 

Premium (8. 3042; H.R. 10213; H.R. 12153) —NAHB favors legislation which 
would permit the FHA to lower the insurance premium below the one-half of 1 
percent now required by the act. We do not believe this should be mandatory 
on FHA but discretionary. The authority should be provided for all one- to 
four-family homes, and not just selected programs under S. 3042. We believe 
the decision should be made by FHA on the basis of sound actuarial experience 
and judgment, so as to avoid impairment of FHA’s operation. At the same time 
we believe FHA’s experience warrants more acceptance of credit and mortgage 
risk taking than is currently the practice. 

Section 207 rental housing (sec. 103, H.R. 12153).—NAHB has no policy but 
would generally favor amendments in H.R. 12153, introduced May 10 by Rep- 
sentative Rains, which would make FHA’s control over rentals, charges, rate of 
return, methods of operation, etc., discretionary rather than mandatory on sec- 
tion 207 projects. This would conform section 207 to the corresponding provision 
in sections 220, 221, 231, and 803 of the act. The same section would also provide 
the same land value treatment for section 207 private profit projects as now 
given to all other multifamily programs. It would also provide that exterior 
land improvements cannot be included in figuring the per-room and per-unit 
dollar limits and it sets a 40-year term on section 207 projects, which runs from 
the first amortization payment, which must occur no later than 4 years after 
completion. Also, it provides that where leaseholds are customary the builder 
will get the full mortgage amount without deduction of the land value. 

Section 213. Cooperative housing (sec. 104, H.R. 12153) —NAHB has no policy 
on the amendments in section 104 of H.R. 12153, introduced by Representative 
Rains on May 10. This section includes extensive amendments to FHA section 
213 cooperative housing insurance program. It provides that exterior land 
improvements shall not be figured in applying the per-room and per-unit dollar 
amount limitations to management-type cooperative mortgages. It also requires 
a detailed enumeration of the items includible in replacement cost for deter- 
mining the maximum mortgage under section 213, in both management-type and 
investor-sponsor-type mortgages. 

Under this amendment, replacement cost could include fair market value of 
the land, physical improvements, utilities, ete. Another provision requires the 
sole test of whether a co-op project is economically feasible to be whether buyers 
are available who can afford the housing at cooperative charges and not whether 
there is a market for conventional rental housing. Also periodic amortization 
payments are required to be in equal monthly installments and to begin within 
2 years from date of completion. 

A further amendment reduces from eight to five the minimum number of family 
units in a management-type co-op under section 213. Another amendment au- 
thorizes FHA to refuse to insure any additional mortgages executed by an 
investor-sponsor-type mortgagor who fails to sell a project to a management-type 
co-op as required by law, or to insure mortgages by any other investor-sponsor 
having stockholders identified with the first such mortgagor. Another new 
amendment would also require FHA to give first preference for a reasonable 
period to properly qualified consumer cooperatives to purchase at fair market 
value any rental housing project which FHA has acquired by default of a mort- 
gage under sections 213, 207, 220, 221, 608, or 908 of the Housing Act. 

A further series of amendments would place the financing of the cooperative 
housing program on a mutual basis, so that refunds of premiums can be made 
based on loss experience. Another amendment provides for appointment within 
FHA of an Assistant Commissioner for cooperative housing. Finally, an amend- 
ment is included providing that where several projects with separate mortgages 
are to be separately constructed or acquired by a single, nonprofit cooperative 
corporation, the ownership and management and financing can be done by one 
corporation with each mortgage becoming ‘a separate obligation payable from the 
income of the particular project involved and enforcible only against that project. 

Section 220. Urban renewal housing (S. 3509; H.R. 12153).—NAHB has 
no policy on the proposals in 8S. 3509, introduced May 9 by Senator Clark, to 
liberalize the FHA provisions of section 220 urban renewal housing to make the 
program available in neighborhood-conservation areas and to reduce the down- 
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payment requirements on two-or-more family houses. However, we strongly 
favor maximum use of the FHA section 220 program in urban renewal and espe- 
cially in conservation efforts and sound amendments to further the benefits of 
this program for both single-family and multifamily housing. 

NAHB has no policy on the amendments in H.R. 12153, introduced May 10 
by Representative Rains, which would provide an increased maximum mort- 
gage (from $22,500 to $25,000) and lower downpayment requirements for 
section 220 sale-type housing. For rental housing under section 220, this bill 
(sec. 106) would also provide a detailed enumeration of the items includ- 
able under replacement cost, would require equal monthly amortization pay- 
ments and a limit on the term of 40 years. It also provides for an Assistant 
FHA Commissioner for Urban Renewal and Relocation Housing. 

Section 221. Relocation housing (sec. 107, H.R. 12153).—NAHB has no 
policy on the amendments in H.R. 12153, introduced May 10 by Representative 
Rains, which would provide a detailed enumeration of the items includable in 
replacement cost for mortgages by profit and nonprofit organizations. It also 
provides that exterior land improvements will not be included in determining 
the per-room and per-unit dollar limits on rental projects by profit-making 
organizations. A 40-year term is fixed for rental projects both profit and non- 
profit, and periodic amortization payments must begin within 2 years following 
completion. 

Small rental projects (sec. 108, H.R. 12153) —NAHB favors reenactment of 
provisions similar to the old section 210 FHA program for insurance of mort- 
gages on small rental projects without the restrictions and controls which 
accompany large scale FHA rental projects. Therefore, we support section 
108 of H.R. 12153 introduced May 10 by Representative Rains. This would 
authorize a new section 210 FHA rental program with a minimum of eight 
units required, and a maximum insured loan limit of $250,000. The units can 
be single family or multifamily type. The loan is limited to 90 percent of 
value, not to exceed $2,500 per room ($9,000 per unit where the number of 
rooms is less than four) with a high-cost area increase up to $1,250 per room. 
A 6-percent limit is fixed on the interest rate but no limit is set on the term. 
Cost certification would apply. 

Elderly family housing (S. 3509; H.R. 12153).—NAHB strongly supports the 
FHA elderly housing program for profit and nonprofit corporations. In gen- 
eral, we would favor the proposal in section 6(b) of S. 3509, introduced May 
9, to provide adequately for the health, social and recreational needs of elderly 
persons, although time has not permitted an official policy position in support. 

NAHB has no policy on amendments to section 231 rental program for elderly 
persons contained in section 109 of H.R. 12153, introduced by Representative 
Rains on May 10. These would provide that exterior land improvements can- 
not be included in figuring the per-room and per-unit dollar limits on mortgages. 
Also, it provides a detailed enumeration of items includable in replacement 
cost and sets a 40-year limit on the term. 

Prepayment penalty (H.R. 12153).—NAHB has no policy on this proposal, 
introduced May 10, in which the present 1 percent prepayment penalty on FHA 
loans would be prohibited after the loan has matured for 5 years. It is quite 
possible the proposal has merit, however, and certainly some examination should 
be made as to whether the existing prepayment penalty operates inequitably 
upon the various classes of mortgagors or as between the several types of FHA 
insured programs. 

Section 809 program (8. 3226, H.R. 10213).—NAHM supports the fullest use of 
the FHA section 809 program of insured home loans for research and develop- 
ment installations, whether under the military or the new jurisdiction of the 
National Aeronautics and Space Administration. 

FNMA fees and charges (sec. 110, H.R. 12153) —NAHB has no policy on 
this proposal, introduced May 10, to require FHA to include FNMA fees and 
charges on multifamily project mortgage commitment and purchase as part 
of the estimated replacement cost, whether or not finally sold to a private 
lender. 

FNMA AMENDMENTS—SECONDARY MARKET FUNCTION 


Purpose (H.R. 10213)—NAHB favors an amendment clarifying the purpose 
of FNMA as an aid in.the stabilization of the mortgage market. 

Unlimited purchase (H.R. 10213; H.R. 12153)—NAHB opposes FNMA “sec- 
ond-guessing” FHA and VA on the purchase of mortgages, and we support 
amendments in these bills which would require FNMA to purchase any mort- 
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gage offered to it so long as title is good and the mortgage is not in default, 
through not necessarily on a permanent basis. 

Stock requirement (H.R. 10213; H.R. 12153) —NAHB supports amendments 
which would require FNMA to reduce its stock purchase requirements from 
2 to 1 percent, though not necessarily on a permanent basis. 

Advance commitments (H.R. 12153)—NAHB has no policy on the provision 
in H.R. 12153 introduced May 10 by Representative Rains which would auth- 
orize FNMA to make advance commitments to purchase mortgages on new 
and existing housing under its secondary market function. 

Lending authority, capitalization, and Board (H.R. 12153).—NAHB favors 
the provisions for a central mortgage bank which are contained in H.R, 12216 
and 8S. 3541. These supplant the provisions in H.R. 12158. 


FNMA AMENDMENTS—-SPECIAL ASSISTANCE FUNCTION 


Program 10 (H.R. 10213)—NAHB favors the use of funds under the FNMA 
special assistance program only as a last resort. The amendment in H.R. 
10213 would provide $1 billion of FNMA special assistance at par for purchase 
of FHA and VA loans up to $13,500, or $14,500 in high-cost areas. FNMA is 
directed to channel this assistance into areas where mortgage discounts and 
credit shortages are creating severe problems; and FNMA is directed to prevent 
any builder or mortgagee from obtaining a disproportionately large share of 
such program 10 assistance. 

NAHB’s policy, determined at its annual convention in January 1960, is that if 
a severe drop in construction takes place and tight money continues, we can 
see no alternative but for Congress to authorize the purchase, under appropriate 
safeguards, of large amounts of mortgages in areas where mortgage money is 
unavailable at recent prices. To aid the growth areas in the United States 
and prevent serious decline in homebuilding, we recommend the use of NSLI 
funds to support the VA program through FNMA, the recognition of discounts 
by FHA and VA as part of the cost of producing homes and, as a last resort, 
the appropriation of an adequate fund to FNMA for use in areas where home 
mortgages are not otherwise available. FNMA should buy at prices which the 
building industry can absorb while providing an adequate supply of moderate 
priced homes. 

Other programs (H.R. 10213; S. 3499) —NAHB has no policy in favor of 
other FNMA special assistance programs such as contained under H.R. 10213, 
which provides $50 million for par purchase of FHA section 203(i) low-cost 
housing loans and $25 million for purchase of FHA sec. 810 military offbase 
housing loans. NAHB favors the general FNMA special assistance fund pro- 
grams and therefore supports any necessary increase in the authorization for 
these funds such as proposed in 8S. 3499. 


Mr. Bartiina. So long as this general role for the home building 
industry is considered acceptable, we believe that our industry will 
encounter great, if not insuperable difficulties, in measuring up to the 
challenge of better housing for the American people which the Con- 
gress of the United States has posed as the objective for the years 
ahead. 

Now as to pending legislative proposals, I should like now to give 
you our views on those matters of main interest to our industry which 
are pending before you as legislative proposals. First, I should like 
to express our sincere appreciation to the chairman of the subcom- 
mittee, Representative Rains, for introducing on request the new 
bill, H.R. 12216, to provide additional financial facilities in the Fed- 
eral National Mortgage Association and to establish a better central 
mortgage reserve facility. We are also grateful for the companion 
bill, S. 3541, introduced jointly by Senators Sparkman and Capehart. 

We are hopeful that discussion of this legislation during these hear- 
ings will lead to a fuller understanding of the purposes of the bill 
and a deeper appreciation of the need for legislative action to provide 
a soundly functioning mortgage reserve facility. In order to provide 
a complete explanation of the bill as we understand its provisions and 
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to present in fuller detail the viewpoint of the home building industry, 
I have asked Mr. Nels Severin, a former president of this association 
and well known to the subcommittee, following my statement, to give 
you separately our testimony directed solely to H.R. 12216. 

At this point I will say that we unreservedly endorse this proposal, 
and we look forward to working with the i it in develop- 
ing legislation which we hope will continue to receive bipartisan sup- 
port and passage at the earliest possible date. 

As you will note, we have provided a succinct summary of our views 
on most of the major proposals now pending in Congress on housing 
as an appendix to this statement (app. IL). We support an in- 
crease in the FHA insurance authorization as proposed in H.R. 12153, 
or elimination of the ceiling on this authorization, as well as con- 
tinuation of the FHA title I program as proposed in H.R. 12153, 
and H.R. 12172. 

The general operation of FHA should continue without interrup- 
tion and the title I program has proved its value to all homeowners 
and to the good maintenance of our housing inventory. We also sup- 
port an entirely new proposal (H.R. 11914) which would authorize 
FHA to insure mortgages on apartments in multifamily structures in 
amounts and terms not different from those in the act for cooperative 
and rental programs. Experience to date, especially in Puerto Rico, 
has proved the soundness of this approach to homeownership, we be- 
lieve, and we think the bill should be enacted at the earliest possible 
date. 

May I now refer to the legislative proposals in title LV of H.R. 12153 
which are designed to provide Federal assistance in land development 
through an FHA mortgage insurance program. One of the main 
deterrents to homebuilding is the increasing supply and high cost of 
buildable land, aggravated by the great difficulty of securing appro- 
priate financing in sufficient amounts for its development. 

This is clearly indicated by returns on comprehensive survey made 
of our association membership during the past year. In response to 
the question, “What are the five toughest homebuilding problems?” 
45 percent of those responding answered, “available land at a reason- 
able price”—almost four times as many as those who cited “mortgage 
money troubles.” 

We support this proposal because we believe it offers a very real 
possibility of increasing the supply of capital available at reasonable 
cost for land development and thereby increasing the supply of avail- 
able buildable land. 

We also wish to indicate our support for the general purpose of 
title IIL of H.R. 12153 which contains a proposal for a secondary 
market for conventional mortgages to be operated within the Federal 
Home Loan Bank System and used primarily by savings and loan 
associations which are members of this System. We have not had 
an opportunity to establish a policy with respect to the specific pro- 
visions in this proposal but speak only to its general objective. 

The improvement of conventional financing is a matter of great 
significance to our membership in the same survey which I mentioned 
previously, returns showed conventional mortgages dominate the fi- 
nancing picture among builders. The “typical” builder reported that 
60 percent of his sales were conventionally financed and 42 percent of 
those reporting indicated their financing came exclusively from a 
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combination of conventional mortgaging and cash sales. Moreover, 
40 percent of our builders went to savings and loan associations for 
most of their construction money, and the largest single group of 
builders (38 percent) deal with savings and loans in making their 
permanent mortgage financing arrangements. Thus, substantial im- 
provement in the operations of or enlargement of the funds available 
through conventional financing, as indicated in the provisions of title 
IIT of H.R. 12153, should be of great assistance to homebuilders. 

There are several other major proposals contained in the bills now 
pending before this subcommittee and upon which we wish to present 
our views. In the interests of time, however, we have listed our po- 
sition in appendix IT to this statement, which I have already referred 
to. May I mention just one of the several rental housing proposals 
in H.R. 12153. It is contained in section 108 of the bill and pro- 
vides for reenactment of the old section 210 FHA program for in- 
surance of mortgages on small rental projects without some of the 
restrictions and controls which accompany large-scale FHA rental 
projects under other programs. We believe there is a real need for 
this proposed program and for small rental projects in many of the 
suburban and smaller communities throughout the country. We sup- 
port its enactment at the earliest possible date. 

As a general matter, we also support the provisions of title V, 
H.R. 12153 to establish a Cabinet post for Housing and Urban 
Affairs. On this point, I should like to quote directly from our policy 
statemeent for 1960 which reads as follows: 

The best interests of homebuilding are no longer adequately served by the 
present governmental housing agency complex—taking into account the size 
of the homebuilding industry, its position in the economy, and its capital needs 
and requirements. The problems of building and financing homes for the 
predicted “population explosion” of the decade just starting make essential a 
voice for homebuilding at the highest governmental policy level. We recom- 
mend a Cabinet Department for housing and related matters. 

Finally, I should add that we believe that the time has come for 
the Congress to consider seriously a complete reevaluation of Federal 
housing laws. We believe it should consult with industry and public 
experts to determine whether new programs and new devices may 
not be required if America is to make ed noticeable progress in the 
solution of her tremendous housing problems. 

Diagnostic study of this complex industry is needed, not an aspirin 
of expediency when it begins to ache. And as all of us are too pain- 
fully aware from the experience of 1957-58, when the housing industry 
aches the whole economy hurts. 

This subcommittee has done an excellent job in highlighting the 
problems of housing and developing solutions through hearings here 
and in the field. Now, perhaps the time has come to go a step fur- 
ther and undertake a comprehensive study of the housing laws and 
their complex impact on homebuilding and the Nation’s economy. 
We strongly feel that if the general situation of drift is allowed 
to continue we may in the not too distant future be confronted with 
housing problems which are almost insurmountable, in view of the 
anticipated population increases and rapid expansion of our urban 
centers. 

In closing, we are particularly grateful to this committee for the 
work which it has already undertaken and for the interest which it 
has always displayed in its efforts to work out better solutions to the 
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country’s housing problems. Over the years this committee and the 
Congress have done the industry and the public a true service in 
providing a forum in which to focus attention upon the many new 
ideas and concepts which ultimately developed into programs of 
great benefit to the Nation. I hope this will always be the case. 

Thank you for the courtesy and attention given to this testimony 
and for the opportunity to present the views of the homebuilding 
industry. I will be happy to answer any questions which may occur 
to the subcommittee. 

Also, Mr. Chairman, I might point out that Mr. Nels Severin, 
our past president, is here to testify on the aspects of the central 
mortgage facility proposal, if you would like to hear him at this time. 

Mr. Ratns. I believe we will hear from Mr. Severin at this time, 
before we ask you any question. Proceed, Mr. Severin. 

Mr. Severrn. Thank you, Mr. Chairman. I am here to talk to 
you about H.R. 12216, the bill that you kindly saw fit to introduce 
in the House at our request and upon the joint request of the National 
Association of Real Estate Boards and the Mortgage Bankers Asso- 
ciation. Through a joint effort under the sponsorship of the Housing 
and Home Finance Administrator, the three groups just mentioned 
met to deliberate upon the type of legislation that this bill will cover, 
and this is the outgrowth of that meeting. 

It represents the compromise views of the three organizations and 
one which I believe I am right in saying is wholeheartedly supported 
by the three organizations. 

At the outset I would like to make it clear that this does not pro- 
pose the creation of an entirely new superorganization within the Gov- 
ernment but, rather, through a series of amendments to the present law 
under which the Federal National Mortgage Association operates, 
will create a more true central reserve facility for mortgages. 

Now, Mr. Bartling, in his testimony, pointed out the fact that hous- 
ing presently is somewhat in the doldrums due to a number of circum- 
stances, the chief of which we believe is the tightness of money, 
brought about by high interest rates and shortage of money going 
into the mortgage market. We foresee that if we have trouble financ- 
ing houses in 1959 at a volume of just under $1,400,000, we certainly 
must search for new sources of funds to go into the mortgage market 
in the 1960’s, when we must, if we are going to meet the needs of the 
increasing population, increase our housing production materially. 

[ think it is reliably estimated both by Government and private in- 
dustry that unless we place ourselves in a position to produce a min- 
imum of 1,600,000 houses in the 1960’s we are going to fail to meet 
the needs of the American families. 

In an attempt to search for new financing, new funds to go into 
the mortgage market, we have determined that the creation of the 
central mortgage reserve facility is essential. This should make it 
possible for pension funds, which by and large presently do not place 
their funds in mortgages, to find a vehicle which would be attractive 
to them to go into the mortgage market. 

In addition, we think that if the small commercial banks around 
the country, and in the small communities, that presently by and large 
do not place any of their funds in long-term mortgages, had a place 
to which they could turn in times of stress or demands upon them 
by their depositors, where they might hypothecate the mortgages 
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temporarily, that. they would feel that they had an element of liquid- 
ity that would justify their placing some of their funds in mortgages. 

The amendments that are called for under this, to the law under 
which FNMA operates, are relatively simple. 

The first one would be to permit them to lend money upon the secu- 
rity of FHA and have a mortgage to the extent of 90 percent of the 
unpaid balances, at a rate to be established by the Board of FNMA 
and under terms and conditions that they would establish, for a pe- 
riod of 1 year, and 1 year’s renewal, if necessary. 

It would also make it possible for FNMA to sell debentures to the 
extent of 15 times the capital and surplus of the corporation; paren- 
thetically, I might say that we feel that they should have been 20 
times. We feel that FNMA’s experience has amply justified this 
higher ratio, because the securities of FNMA have been accepted in 
the market. 

We feel that the Board or management of FNMA should be re- 
vised, to the extent that the President of the United States would 
appoint the President of FNMA and two additional members. 

Mr. Baughman, the present President of FNMA, in our judgment, 
has done an outstanding job, but we shudder to think what could 
happen under the present setup if a man less qualified and capable had 
the job. Therefore, we feel that safeguards should be set up at this 
time, by expanding the Board. 

In addition, we feel that a council of advisers, 12 in number, from 
geographically scattered areas of the country, made up of men that 
are broadly experienced in homebuilding and financing, should be 
created, to meet not less than four times yearly and to offer advice 
and counsel to this management board of three. 

Parenthetically, again, I might say that we in NAHB believe 
strongly that this Board should be granted the authority to set in- 
terest rates on FHA and VA mortgages, but this is not a feature of 
the bill. 

The second feature of the bill under consideration would virtually 
recreate title III of the original housing act, which was not used, and 
was abandoned by legislation some 12 or 14 years ago. This would 
have the effect of creating Federal mortgage investment. corpora- 
tions. The minimum capital for each of these would be $1 million, 
and we visualize that many of these would be created around the 
country, and if they too were granted the power that this bill carries, 
to issue debentures to the extent of 20 times their capital and surplus, 
it would make it possible for them to finance their operations to the 
extent that we believe vast amounts of money, not now going into 
the mortgage market, would be encouraged to do so, antiodiaake local 
union pension funds and welfare Feat. local trusts of the nature 
that do not go into the natural markets, that might. be induced to 
do so on the local level by the local Federal mortgage investment 
corporation. vi 

e also feel that for this to be successful certain tax conduit treat- 
ment must be given these corporations, and I have a statement. here 
that we will file with the committee, with your permission, which will 
cover that, and I will not go into detail on the tax questions unless 
requested to clo so. 

We feel very seriously, members of the committee and Mr. Chair- 
man, that something simply must be done to find a way to provide 











GENERAL HOUSING LEGISLATION 173 


the mortgages that we must have for the home-buying public and 
for the homebuilding industry in these expanding population days 
of the 1960’s and we “urgently request that you seriously consider the 
passage of this bill. 

Thank you. 

Mr. Rains. Thank you, Mr. Severin. 

We have Mr. Burke from Texas there. 

Mr. Burke, do you have any comment you wish to add? 

Mr. Burke. Not at this time, Mr. Chairman. 

Mr. Rarns. We are delighted to have you three distinguished 
gentlemen, and you have made, of course, as you always do, a very 
fine statement. Actually, I judge the thing that this committee, and 
apparently you, are most interested in now—I won’t say “most,” but 
the new thing that you are most interested in is the proposal of the 
Central Mortgage Bank. I have a few questions, most of them point- 
ing to that. 

First I want to ask Mr. Severin a question: As you know, pending 
before the committee, in a Dill that I introduced for study purposes, 
is a series of amendments to FNMA, which resulted from hearings 
before this committee during the past, and the other is the « ‘omprehen- 
sive bill which I introduced by request on the Central Mortgage 
Bank. 

Now, as between the two bills, the amendments included in H.R. 
12153, because at that time we didn’t have your proposal, and the 
Central Mortgage Bank proposal which was later introduced, which 
do you prefer / 

Mr. Severin. I think we prefer the bill, H.R. 12216, for the reasons 
that I pointed out, that the industry is in general agreement on this 
particular bill, and I feel that we have more w idespread support of 
the industry than possibly for the amendments which you have re- 
ferred to. I should like to say also that there isn’t a whole lot of 
difference, however, Mr. Chairman. 

Mr. Rains. Not too great a difference, but you think that the pro- 
posal as has been suggested by your or ganization and others is a little 
more explicit, more clearly defined, is that right? 

Mr. Severtn. I think so. 

Mr. Rats. Also pending before the committee is a bill to provide 
a secondary market operation inside the Home Loan Bank Board for 
savings and loan associations. What is your viewpoint with reference 
to that proposal ? 

Mr. Severin. I think it is safe to say that we would heartily sup- 
port that because we feel that the problem really is finding new sources 
for mortgage money, and if this will do so, and we think it will, we 
would certainly have to support it. 

Mr. Rains. Mr. Bartling, there was a recent magazine article tell- 
ing about a threatened scandal in second mortgage financing in the 
State of California. What do you think about the dangers of second 
mortgages in the homebuilding business ? 

Mr. Barriina. I think that second mortgages, and according to 
this article, even third mortgages are becoming prevalent in this area, 
and there are certainly signs that indicate that there are some very 
dangerous situations ahe: ad of us in this business. As you know, FHA 
was primarily conceived to do away with many of the abuses, such 
as you have mentioned, which got out of hand back in the 1920’s and 








174 


1930’s and the lowering of downpayments by FHA finally being done 
the other day, should certainly help in some cases to eliminate some 
of this. 

Our original feeling that downpayments should be lower on that 
particular priced housing was based on the fact that we were aware 
of this evil and we felt that steps should be taken to keep this from 
coming toa head. We are greatly concerned about it. If allowed to 
continue I think it will lead inevitably to some very serious problems 
not only for the builders and bankers, but for the owners of these 
homes who are saddled with these instruments. 

Mr. Rarns. Certainly as low downpayments as you can have with- 
out endangering the security is one of the ways to combat this second 
mortgage situation, is it not ? 

Mr. Barriine. Very definitely and we certainly are in favor of 
doing these very things you are talking about. 

Mr. Ratns. What is the cause of that situation in California ? 

Mr. Severtn. I was going to say, Mr. Chairman, being a Cali- 
fornian, I would be qualified to speak about it, and there are several 
causes. 

I think that the fact that the savings and loan associations have 
been able to attract eastern money in large amounts—I am talking 
about California particularly now—because of the fact that they have 
been in the position to offer cher rates to their depositors, they have 
been able to encourage vast amounts of money to come there from the 
East, and obviously they have to find an outlet for it, so competition 
is very keen, and the fact that they can get a commitment from a 
savings and loan—the builder this is—can get a commitment from 
a savings and loan association ordinarily in a matter of hours instead 
of a matter of weeks certainly makes a very desirable way to do 
business from a builder’s point of view. 

The evil part that exists is that they back this up by second mort- 
gages, and the thing has become so bad that the State of California 
has taken note of it to the degree that in a very few cases a ruling 
will come out from the corporation commission controlling the so- 
called 10 percenters out there, and customarily a builder can go to one 
of these houses and arrange for his second mortgage in advance 
without knowing who the buyer might be, it customarily costs 50 per- 
cent of the amount of the mortgage, and I don’t think that it takes 
any particular intelligence to know that this is arbitrarily added to 
the price of the house, so that the fellow who carries the second mort- 
gage is actually collecting for years and years to come from the family 
ao has burdened itself with the second mortgage. It is an evil 
thing. 

Something certainly should be done to encourage more financing of 
the type of the VA and FHA vehicle, and something in my judg- 
ment—this is my personal opinion—should be done to cut out some 
of the redtape in FHA to see to it that they get their processing done, 
to make it more encouraging to builders to do business with that 
agency. 

Mr. Ratns. Of course, in our FHA and VA programs, these second 
mortgages are not allowed. 

Mr. Severtn. That is right. 

Mr. Rains. The mortgages we are talking about are conventional 
mortgages. 
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Mr. Severtn. Always. 

Mr. Rarns. What is the average rate that the savings and loan 
associations are paying on savings in the State of California? 

Mr. Severin. I don’t know any that are paying less than 41% per- 
cent. There are a few now paying 434, and by the gimmick of giving 
prizes or gifts of this, that and the other thing, they increase the rate 
a little bit and also payment on a daily basis now, instead of on a 
monthly or quarterly basis as they used to do. 

Mr. Rarns. In speaking to a savings and loan group the other day 
I made the suggestion that it would be well for those organizations to 
do a little policing of their own industry, and one of the things that 
should be avoided is the extremely high dividends they are paying to 
attract out-of-State money for investment. Failing to do some self- 
policing, one of these days the Federal Savings and Loan Associations 
are going to find a bill in Congress controlling second mortgage prac- 
tices. Somebody had better be thinking about it. It is a very 
dangerous procedure. 

Mr. Severtn. They don’t make the second mortgage, of course. 

Mr. Rarns. I understand that—but they are made in conjunction 
with their first mortgage lending. 

Mr. Severrn. I wonder how you control not having them made, if 
they are not doing business with the Government agencies, because if 
I may say so, if 1 borrow money from a savings and loan association 
there is little or nothing they can do about it after that. 

Mr. Rains. The authority would be there. As far as the Federal 
Savings and Loan Associations are concerned, remember that they are 
chartered by the Government of the United States under a law passed 
by the Congress. 

Mr. Severtn. I think you misunderstood. I know you could do 
something about the savings and loan, but could you do something 
about me as an individual ? 

Mr. Rains. No; I agree with that. But it is something that is 
potentially very dangerous, and I hope that the industry will—I am 
speaking not only of savings and loan associations, but all conven- 
tional lending institutions—will use a little restraint, because it got 
us in trouble once before, as you gentlemen so well remember. 

Over the years, we have talked with you in the Association of Home 
Builders about public housing. You never have liked it. You don’t 
like it now. But you have recognized that there is a problem involv- 
ing the housing for extremely low-income people, so far as owning 
their own homes is concerned. You have expressed interest and sup- 
port over the years in the urban renewal program. 

Now what do you think about the problem? This year there are 
going to be thousands of “— dislocated by urban renewal and other 
government action, people dislocated by that action who are in the 
income group a bit too high for public housing, even if they had 
enough of it, and not high enough to make the downpayments and 
meet the payments on private enterprise housing. 

If something is to be done, do you think it should be done on the 
basis of rental housing, or do you think an effort should be made to 
do it on the basis of homeownership for those people in the lower 
income brackets who are being thrown out by government action ? 

Mr. Bartiine. Mr. Chairman, in an attempt to answer that I am 
going to have to wander around just a little bit in terms of arriving 








176 GENERAL HOUSING LEGISLATION 

at an answer on this. In our statement we pointed out that we are 
greatly concerned about the problems of low-income and moderate- 
income people in terms of obtaining housing, and many times in talks 
and speeches around the country this year I have referred to the fact 
that when you add to our basic housing problems, the problems of the 
urban renewal program, the total housing problem becomes truly a 
very staggering one in terms of how you go about solving this. 

We at this particular meeting are exploring in great detail—I hope 
we will devote a lot of time to the very things you are talking about. 
As you know we are spending $40,000 this year in terms of trying to 
find private enterprise alternatives to public housing. 

We are concerned with providing housing, not only for the people 
you are talking about in these areas, and I know they constitute a very 
grave problem, but also for the people in the urban areas who are not 
displaced. I think the problems are pretty much the same. 

There is hardly a city in this country which is not concerned with 
this ever-increasing blight, and each year we go by without solving the 
problem, the greater it becomes. I think we might answer by saying 
that we are exploring and viewing with a great deal of interest any 
and all types of constructive proposals that will solve this problem. 
We know that somebody has to do it, and we think that in terms of 
rental versus ownership, there should be a spot for each one of these. 
I don't think you can say that either one can solve the problem. 

Mr. Ratns. You mentioned this study project. Is that the one that 
I understand is being headed up by our friend Joe MacMurray / 

Mr. Barriina. That is correct. 

Mr. Ratns. I would like to say as my personal opinion, having 
known him so many years on the Senate side, I don’t think you could 
have selected a more capable man to do the study, and we will be very 
interested in having you furnish this committee with what you arrive 
at, and I hope you can bring us some solutions. 

Mr. Barriince. We hope so. We are very interested in seeing what 
the study comes up with ourselves. We don’t know at this point. 

Mr. Ratns. I don’t have any other questions. Mr. Addonizio, do you 
have any questions? 

Mr. Apponizi1o. Thank you, Mr. Chairman. 

Mr. Bartling, I gathered from listening to your testimony that ap- 
parently your association has no specific policy on the provision of the 
bill that has to do with no downpayment on FHA loans? 

Mr. Barriine. That is correct at this time, because our board meet- 
ing is starting today. As you know, these bills were introduced just a 
few weeks ago, and we haven't had time to deliberate on this. Again I 
might say, though, that in general through the years the homebuild- 
ing industry has always been in favor of devices that would make 
homeownership available to many more thousands of people, and we 
feel that this whole question of the lowering of downpayments is one, 
in view of the present economic situation, which should receive some 
urgent attention, and if we might, I would like to submit for the record 
in the next 4 days, at the latest, our findings and comments on this 
particular subject. 
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(The data referred to above is as follows :) 


NATIONAL ASSOCIATION OF HOME BUILDERS, 
Washington, D.C., May 25, 1900. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
House Office Building, Washington, D.C. 

DEAR Mr. Rains: This will supplement our testimony of May 19 during 
which I asked permission to submit for the record any additions to our policies 
pertinent to pending legislation and decided by our board of directors during 
its meetings on May 22, 23, and 24. 

I am happy to report that there is no major matter which differs from the 
testimony previously submitted to your subcommittee. Our board was unani- 
mous in its thanks for your efforts in introducing H.R. 12216 to amend and 
expand the facilities of FNMA. 

In special resolutions our board expressed specific support for the program 
and legislative proposals of the savings and loan leagues to establish a secondary 
mortgage market within the Federal Home Loan Bank System and we opposed 
the setting of a national housing goal which establishes a minimum or maxi- 
mum number of housing units to be built in any year. A resolution in support 
of the proposed schedule of FHA downpayments in H.R. 121538 was tabled dur- 
ing the board sessions so that we have no policy with respect to this proposal. 

Several committees of our board of directors expressed in their reports general 
approval of legislative items. In particular our rental housing committee 
approved the proposal to permit FHA to insure mortgage loans on condominium- 
type apartment mortgages. Also the committee favored giving the FHA Com- 
missioner discretionary authority to regulate rents, ete.; it approved the re- 
quirement for enumeration of items to be included in replacement costs; and it 
approved the provisions of the proposed section 210—all of which are matters 
contained within H.R. 121538. 

As soon as our economics department can finish tabulating the returns on our 
latest builders economic council survey, this information will be forwarded to 
your committee for use and reference in connection with the current housing 
bills. 


Thank you again for your courtesy in receiving our testimony. 
Sincerely, 
MARTIN L. BARTLING, Jr., President. 

Mr. Rains. We will be glad to have that included in the record. 

Mr. Apponizio. Of course we all know that the GI loan program 
has been highly successful. Certainly they have operated very well 
under the no downpayment feature. 

Mr. Barriuinc. Well, I might say in connection with that that 
through the years a sufficient amount of experience has been made 
available on the GI program to show that from an economic stand- 
point there is certainly nothing wrong with the no downpayment pro- 
visions. The losses have been, as you know, extremely low, and there 
is no reason to anticipate that they would be any greater under any 
other type of program. 

Mr. Apponiz1o. I recall about a year ago that your association had 
a campaign on to sell housing to newlyw veds, and I would think cer- 
tainly that this no dow npayment feature would be something that 
these newlyweds would be interested in, and certainly your associa- 
tion should be interested in. 

Mr. Barring. One of the great problems nowadays in anybody 
moving into a new home is the fact that it is harder and harder for 
people, it seems, to acquire substantial savings, and by the time they 
pay their moving expenses and capital expenditures for drapes, ap- 
a and furniture, saddled with high payments plus short-term 
igh payments, it does create a situation which could cause consider- 
able trouble to the individuals involved. And I think that the whole 
question ©f the low downpayments is one that, as I mentioned, cer- 
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tainly will be thoroughly thrashed out. I can’t speak for our associa- 
tion and say what their attitude will be, but generally speaking we 
have been sympathetic to this approach. 

Mr. Apponzzio. I think also that we can all agree that land costs 
have risen rapidly in recent years, isn’t that true? 

Mr. Barriine. Well, I saw some figures recently that indicated that 
land costs had increased at the rate of 8 percent a year, whereas hous- 
ing costs, other than land, had increased at the rate of 3 percent a 
year. In our survey we found something that we thought we knew. 

ut it was confirmed by our survey, that the ever-increasing cost of 
land is our No. 1 problem in terms of our immediate problems. Land 
is much higher in proportion than other items that go into a house. 

Mr. Apponizio. Of necessity this creates a real problem in trying 
to build low-priced homes. 

Mr. Barriine. It is one of the basic reasons at the present time that 
we are not serving this segment of our population and we must pro- 
vide some vehicles. That is one reason we are so happy to see the FHA 
land development provisions included because we think this will be a 
step forward. 

Mr. Apponizio. This certainly would help that situation. 

Mr. Barring. That is correct. 

Mr. Apponizio. On page 4 of your statement, at the bottom of the 
page, you indicated that it is an inescapable conclusion that home- 
building has been used as a balance wheel for the rest of the economy. 
I realize that you attach certain material to your statement which 
explains this to some extent, but I was wondering whether you could 
bring it down to more concrete language? 

Mr. Bartrrine. Well, when we testified before this committee after 
the first of the year, in our policy statement we brought out the fact 
that during the last several years homebuilding has been in the posi- 
tion of being used as an economic balance wheel, so to speak, when 
the general economy is in fairly good shape it seems that restrictive 
measures are taken to keep homebuilding from building up, and when 
the level of the economy drops, it has been necessary to inject some 
adrenalin in the housing industry to build it up. 

We just can’t operate on an economic basis with these peaks and 
valleys. There is no continuity to our programs and it affects our 
building costs. 

Mr. Apponizio. You are sort of treated like a stepchild ? 

Mr. Bartirnc. Well, we have considered that we have been from 
time to time, and have so stated. 

Mr. Apponiz1o. On page 9 of your statement, I think you make 
the very serious indictment of the administration, because you state 
“We strongly feel that if the general situation of drift is allowed to 
continue, we may in the not too distant future be confronted with 
housing problems which are almost insurmountable.” 

Am I wrong in assuming that you are indicting the administration 
for their attitude toward housing? 

Mr. Bartiine. Well, I am going to have to be in the position of 
doing some fancy stradling so it won’t sound too bad, but I might 
say this—— 

Mr. Apponizio. I certainly hope you are not indicting this com- 
mittee. 
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Mr. Barriine. No, sir. What I want to say is this: We in the past 
have felt that enough attention has not been paid to wrt: « in terms 
of our total economy and its social impact and the responsibilities we 
have to make this Nation and continue to keep it the best housed na- 
tion anywhere on the face of the earth, and for some time, as we 
state in this statement, we think that we are now starting in to what 
have been referred to as the “golden sixties,” the “golden decade.” We 
have outlined the tremendous increase in pollution and housing needs 
we are going to have and we feel that even though the vehicles that 
have been in existence have served a worthwhile purpose that after a 
certain number of years, inevitably as all laws and mechanisms we set 
up, it is time to take a new look and come up with new imaginative 
solutions to some of our problems, and maybe in some cases throw 
away some of the less desirable features and come up with whole 
new programs that will do this type of job. And this year, in our con- 
tacts with the HHF A, Mr. Mason, we have certainly received encour- 
agement from him that they are starting some of these studies. 

The only comment we are making is that time is running out and 
we must do something now and not 10 years from now, or 5 years from 
now. 

Mr. Apponiz1o. Mr. Severin, in your statement, I believe, you in- 
dicated that your association wholeheartedly is for this central mort- 
gage reserve facility. Can you explain to me how this will build 
more houses ? 

Mr. Severtn. I think not only will it build more houses, but it will 
permit us to build them at less cost. Money, as well as lumber, is a 
commodity that must go into the building of houses, and if we find 
that it is difficult to get the money that we must have to support our 
industry, obviously we are not going to be able to build as many as 
we could otherwise, and by the attraction of savings reservoirs that 
are in existence today, most notably the pension funds which are not 
presently going into the mortgage market in any volume at all, we 
will thereby have a more reliable and stable source of mortgage money, 
and that certainly will help us build more houses. 

I know of many builders around the country who have shelved 
their plans because they simply cannot afford to pay the price of the 
money they can get today, and are waiting more favorable situa- 
tions. 

Mr. Apponizi1o. In answer to a question of Mr. Rains, you said 
something about the redtape of FHA. Over the years I have heard 
many witnesses indicate the same thing. However, I have never 
heard anyone come before this committee and make any specific rec- 
ommendations as to how we could eliminate this redtape, whatever 
it may be. 

I am just wondering whether it is because of the regulations set up 
by FHA, or is it a shortage of personnel? Or what is the problem ? 

Mr. Severin. I will speak personally. I am not voicing the opin- 
ion of the National Association of Home Builders when I say ie: 
I think that the FHA has wandered far afield from its original intent 
as an insuring agency and has become more of a regulatory body than 
it was originally conceived to be. 

Now it is contended that this is in the interest of the buying pub- 
lic, which is of course what it was created for. I contend that the 
contrary is true, that because of their many, many regulations, one 
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piled upon the other, we have found ourselves with so many addi- 
tional costs and so many delays involved, that our costs have gone up, 
and I think that there certainly could be some refinements. 

I think one of the ways would be for this committee to again con- 
sider the advisability of allowing FHA to have some of the funds that 
it gets in its operations, to spend on its own, rather than have them 
come to the Congress all the time whenever they need help in some 
particular office, that they have got to get an extra appropriation, or 
something like that. I think that it is a business organization, un- 
der Government sponsorship, but is not allowed to operate as such. 

Mr. Apponizio. No further questions. 

Mrs. Grirrirus (presiding). Mr. Widnall. 

Mr. Wipnatt. Thank you for your very fine testimony, Mr. Bart- 
ling, and Mr. Severin. I think there are several things within the 
testimony that certainly call for further explanation, but before I 
get into that I would like to ask you this, Mr. Severin. Do you not 
think that part of the tightening up of "FHA and VA was due to 
congressional action, as there had been so much criticism of fail- 
ure to meet specifications, and failure to build in accordance with 
the prospectus offered the man buying the house. 

I know I for one as a Congressman received many complaints in the 
past and I know the pressures that were put on me to see that inspec- 
tion and plot approval was tightened up. I am unwilling to see them 
charged completely with the loss of time, or the time drag, when it 
seems much of this was done in answer to the will of Congress, in in- 
sisting that people obtained a good house. 

Isn't there some of that that enters into it too? 

Mr. Severrn. I think that is fundamentally what is behind the 
thing because FHA operates in such a glass cage, both from the pub- 
lie and Congress, that if I were running the organization, I fear I 
would do it ‘pretty much as they do. But on the other hand I do feel 
that there are many things that could be done with congressional ap- 
proval, too, to elimimate much of the redtape that I think they have. 

Mr. Wipnati. I would agree with you on that, sir. 

Mr. Bartling, you just said that this bill was introduced a few weeks 
ago. When did you receive a copy of the bill? 

Mr. Barriine. Which one is this, sir? 

Mr. Wipna.u. The bill before the committee. 

Mr. Barritne. Well, I think I have been out of—oh, you are talk- 
ing about the central mortgage bill. That was just introduced last 
Friday. 

Mr. Wipnat. No, no, I mean the other one, that was introduced 
on May 10. 

Mr. Barritne. I just saw that for the first time within the past few 
days. 

Mr. Wipna.t. I was interested in your statement, when you said 
that it had been introduced just a few weeks ago. 

Mr. Barring. I am sorry. I had a time ont in my thinking. 


Mr. Wiwnat. Because we just had the ability to see it : about 8 days 
ago. I wondered whether or not you had had the advantage over the 
hors of Congress. 

Mr. Barriine. No, sir. 
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Mr. WipnaLu. Now with respect to the Central Mortgage Bank, 
Mr. Coogan said in Chicago that the authority of this board to set in- 
terest rates was the heart of the bill. Is that so, or isn’t it so? 

Mr. Severtn. Well our organizaion, and I personally, feel very 
strongly that this should be the case. As I stated, however, the bill 
that was presented by request by Congressman Rains was a compro- 
mise between three of the dominant organizations in the housing field, 
and we would certainly not want to raise an issue that would be a 
stumbling block to its passage. Therefore we would like to go along 
and give it a trial as it is. 

As a matter of fact, some of us compromised on a few other points. 
For instance, I am sure that the Mortgage Bankers Association feel 
strongly that there should be a completely free and flexible interest 
rate. But there again, in the interest of unanimity on the bill, we 
had a compromise. 

Mr. Wipnatu. The reason 

Mr. Severtn. I don’t agree with Mr. Coogan, however, Mr. Widnall, 
that that is the heart of the thing. I think the heart of the thing 
is contained in this bill, and that it will be workable. 

Mr. Wipnauu. The reason I make the point, at the time we con- 
sidered the “Emergency Home Ownership” bill in the committee 
report a minority opinion was included. In that the remarks of Dr. 
Smith, vice president and chief economist of the F. W. Dodge Corp., 
were stated as delivered before the Joint Economic Committee “I am 
firmly convinced that the principal, if not the only important cause of 
the cyclical movements of housing in the postwar period is the interest 
rate structure and only in the FHA-VA segments of housing. De- 
mand for new housing has remained steady year after year regardless 
of interest rates. Conventionally financed housing has not shown any 
significant cycle.” 

Don’t you seriously believe that if there had been a flexible rate in 
those two programs that we wouldn’t have had the slump that took 
place? 

Mr. Severin. No, sir, I don’t. I think that a point arrives in- 
evitably when we have diminishing returns in our ability to sell homes 
to people of lower incomes just as surely as it can be and that every 
time an interest rate is imposed, we remove a certain segment of the 
buying public from our market. 

Now we are perilously close to usurous rates in some of the States 
already, and I think that one of the very good reasons that the con- 
ventionally financed house market has maintained itself as well as it 
has is because of the thing that the chairman mentioned, the second 
mortgage situation around the country. Without it we couldn’t pos- 
sibly have sold as many houses conventionally financed as we have. 

Mr. Apponiz10. Wouldn’t you even go further and say third mort- 
gages, too? 

Mr. Severtn. Or more. 

Mr. Wipnaty. On page 7 of Mr. Bartling’s testimony it was stated: 

In response to the question, What are the five toughest homebuilding prob- 


lems? 45 percent of these responding answered “available land at a reasonable 
price’—almost four times as many as those who cited “mortgage money 


” 


troubles,”— 


now isn’t this a very material cost factor in building homes? 
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Mr. Bartuine. As I pointed out, Mr. Widnall, land, according to 
figures gotten up, land had increased at the rate of 8 percent a year, 
te building costs had increased during the same period at the 
rate of 3 percent a year, which means that land has increased almost 
three times as much as other costs in connection with building. 

Mr. Wiwnat. So that if you have a reduction in interest rates of 
a half of 1 percent, it is not going to materially decrease the cost of 
the house as far as the builder is concerned, or as far as the consumer 
is concerned; isn’t that so? 

Mr. Barrirnc. What Mr. Severin was pointing out is that under 
the FHA qualification procedures, every time your monthly payments 
go up a dollar or $4 or & or $8, you correspondingly lost a larger seg- 
ment of your market, particularly as you get into the lower income 
brackets of your market. 

So, if interest rates were lowered a half percent, undoubtedly that 
would mean a considerable number of more houses built on the lower 
end. However, this would not solve obviously the high land cost 
problems in many areas of the country. 

Mr. Wipnatt. I certainly am not advocating high-interest rates 
or higher costs for housing. I am trying to get at what is the princi- 
pal reason for the increased cost of housing to the builder himself, and 
to the ultimate purchaser of the house. 

Mr. Bartrirne. Well, Mr. Widnall 

Mr. Wipna.t. I found within my own area that there are very few 
tracts that can be bought by builders any more and naturally because 
it is more selective, because of local building codes, because of local 
zoning, there has been a marked increase in costs. 

Now we were talking about cost factors. Isn’t it true that a very 
material element is i the zoning in many communities, and also 
restrictive covenants ? 

Mr. Barriine. Mr. Widnall, you are absolutely correct. This year 
our association is taking on the job nationwide of trying to enlist sup- 
port not only of all segments of our industry, but trying to arouse 
the public in these communities around the country to go to their city 
councilmen and their mayor and their legislatures, to set in motion 
things to bring about changes in codes. 

In other words, many cities have antiquated, obsolete building codes, 
and you can build up many horror stories in some cases of the added 
costs involved. 

But we are advocating the adoption of certain perfcrmance codes, 
four of them, as a matter of fact, any one of them would do the job 
that should be done. 

In addition to that we are quite concerned about the restrictive 
and ever-increasing costs of putting in community facilities, not on] 
the requirements of the communities but the requirements of the FH 
as well in terms of streets, curbs, gutters, sewers, water and all the rest 
of it, sizes of lots are becoming larger, and so on, the school problem. 
It is a very serious and complicated problem, one that we are working 
hard on, but we can’t solve all of this by ourselves. 

One reason that the FHA land development program would be of 
so much value is it would permit people who used to be in land devel- 
opment as a normal part of their building operations, to get back 
into this, and the typical small builder, because of this high cost. of 
land, and the fact that it is held by people, let’s say, awaiting forth- 
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right movement in terms of price, makes it almost impossible for the 
average small builder to develop his own land any more. 

He has to buy from a lan ga a real estate company, a 
mortgage company, or somebody else who has gone into this business. 

Mr. WipnaL. So that again, people who are middlemen, are taking 
considerable profit out of it before it gets to the ultimate purchaser. 

Mr. Barriine. That is quite correct. I think this would discour- 
age land speculation, the enactment of the FHA provisions. 

Mr. Wipnauu. I think the NAHB is to be congratulated on the 
survey it is conducting now. It can be very valuable to Members of 
Congress in considering future legislation. 

I would like to quote one statement from the Wall Street Journal, 
a statement that you are reported as making—this is in the Monday 
issue: 

“In 30 days there should be distinct signs of an easing of the cost of money,” 
says Martin Bartling, of Knoxville, Tenn. “The Government is not competing 
with us in the money market as it was a year ago. The expectation of the 
big Government surplus is bound to help the mortgage industry.” 

That is a little more optimistic than your statement here today. 

Now which is right, as far as your own figures are concerned ? 

Mr. Barriinc. We have said many times this year, and as you know 
we have supported lifting the ceiling on Government bonds under 
long-term financing, and part of our problem last year was occasioned 
by the fact that because of the substantial deficit that we had in our 
Government operations that the Government had to invade the fields 
of mortgage money to get some of this money, and in certain areas, 
such as Long Island, N.Y., and other places, it has had serious impact 
on the local market. We have been encouraged up to this point this 
year in feeling that if the Government can operate on a cash basis, 
and turn in an operating surplus in this year, and we will have no 
invasion of our money markets, that it can’t help but help us in terms 
of availability of mortgage money, and whether the interest situation 
will change this in the next few days or months ahead, I have no way 
of knowing. But as long as we can operate on that basis, nothing 
has changed in the last few days in terms of our thinking as to the 
desirability of having this surplus so that we won’t have our mortgage 
money taken away. 

Mr. Wipnatt. That isall. Thank you. 

Mr. Rarns. Are there further questions ? 

Mr. Asu.eEy. Just one or two, Mr. Chairman. 

Do you think the Congress—do you have anything specifically that 
you think the Congress or Government should be doing with respect 
to low-cost housing that we are not doing at the present time, Mr. 
Bartling ¢ 

Mr. Bartiine. This is one of the basic things we are focusing atten- 
tion on this year. It involves a whole series of new approaches. One 
is in the elimination of these obsolete building codes I just talked 
about. 

The other is through our research and technological programs to 
come up with new and better and we hope lower cost materials and 
ways of putting these houses together. 

We are hopeful in our land studies that we may find new and im- 
proved ways of utilizing land more efficiently. This might very well 
involve, in some cases, the granting of leaseholds on land in certain 
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communities where the property cannot be disposed of otherwise, to 
make, let’s say, governmently owned property available. 

There is a whole series of things all tied together, which, if they 
could be utilized, I think thevitabty would lead to considerably lower 
cost housing. 

Mr. Asuiey. I take it from your response that you don’t think that 
there is anything at the present time that the Congress or this com- 
mittee should be doing with respect to this? 

Mr. Barriinc. As we mentioned in our statement, I think not only 
our housing industry, but the administrative branches in the Govern- 
ment, and the Congress as well should at all times be working to- 
gether, particularly this year, in terms of trying to develop these ap- 
proaches so we can get these tools ready to do this job. 

Mr. Asuitey. What I was really getting at is as far as changes in 
FHA standards or anything of that sort, that that would pretty much 
have to await the results of the surveys and tests and studies that you 
speak about. 

Mr. Barriina. I think in order to evaluate some of these proposals 
it will take a little time for all groups concerned to come up with 
sound answers to solve some of these problems. 

Mr. Asuiey. Does your organization take a favorable view of the 
Douglas bill which would require disclosure of the full interest incre- 
ment with respect to the purchase of a home? 

Mr. Barriine. Our board has not considered this. We have taken 
no stand on it. Iam sure it will be discussed at this meeting. 

Mr. Asutey. I was interested in Mr. Widnall’s question as far as 
the apparent disparity between what you said for the Wall Street 
Journal, and your statement today. You still stand by your look 
into the crystal ball which indicated that the price of money is going 
to start coming down in 30 days? 

Mr. Barriine. I don’t think there is any disparity between what I 
said in my statement and the Wall Street Journal. I said: 

While it is true that money has been somewhat easier in recent months 
though the price for that money is still extremely high, there is an unavoidable 
time lag between the availability of funds and improvement in the housing 
scene. 

Money has become more available for mortgage purposes in the 
past 30 days, generally speaking, around the country, but the price 
of the money in terms of discounts involved has not come down. 

Mr. Asutey. I appreciate that. 

Mr. Bartriine. But I am hopeful—in other words, with reference 
to this time lag, that in the next 30 days, an easing in the discount 
picture should appear. 

Mr. Asuiey. Do you think that the price of money will still be 
high as far as direct interest rates are concerned ? 

Mr. Barring. I am very much afraid it will be. 

Mr. Asutey. In other words, you are looking for an easing in the 
discount picture, but not a reduction in the interest rates themselves: 
is that correct ? 

Mr. Barriinc. Well, your FHA loans are at 534 and VA 514 per- 
cent, and in a time of relative scarcity of money it would be very 
unusual if anybody would offer FHA loans at 514 or 514, percent. 
So I would anticipate that the rate on FHA’s would remain at the 
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534. But we are hoping that the discount picture will improve 
somewhat. 

Mr. Asutry. Well, I don’t quite understand that. Because it would 
seem to me—it just seems to me that your discounts are going to re- 
main fairly firm unless the general interest rate on conventionals— 
and we are talking about yield, aren’t we, when we talk about dis- 
counts—an investor will want a particular yield, and if he can’t get 
that with a straight return of interest he is going to get it by a dis- 
count. If interest rates begin to come down, won’t the discount be- 
count become less ? 

Mr. Barrtuina. Yes, sir; that is what I was saying. 

Mr. Asuuey. You are saying then that there will be a general re- 
duction, and you feel there will be an easing of interest rates generally, 
for conventional loans. 

Mr. Barriina. Do you wish to speak to that, Mr. Severin? 

Mr. Severtn. He said essentially what I was going to say. You are 
right. In the movement of the money markets, the discounts would 
be reduced first of all and then interest rates would be lowered at the 
same time. It would depend upon what type of interest rate you 
are talking about, of course, whether you are talking about it on a 
Government-insured mortgage er a conventional mortgage. 

Mr. Asutey. I hope you are right. That is all I have. 

Mr. Rats. Let’s move along. 

Mrs. Grirrirus. Mr. Chairman ? 

Mr. Rarns. Mrs, Griffiths. 

Mrs. Grirrirus. Have the valleys in the building industry had any 
noticeable effect on the quantity and quality of labor available for the 

eaks 
f Mr. Bartiine. Mr. Burke will answer that. 

Mr. Burke. Yes; ordinarily, when we have a slowdown in building, 
and the quantity of houses throughout the country diminishes, we have 
a surplus of labor, and a great many of those skilled technicians in 
the building business drift into other fields when jobs are not avail- 
able. Then when we have a peak in production, it is difficult to re- 
cruit those same workers back into the homebuilding field. And that 
is another reason, Mrs. Griffiths, that we need a leveled out produc- 
tion, and with a leveled out production in homebuilding, not only 
will we have a readily available force of skilled labor, but we also feel 
that we can bring the cost of housing down. 

Mrs. Grirrirus. It would seem to me that if at every peak you have 
to hire new and unskilled people, no matter if you get them cheaper, 
the labor is actually more expensive, because it takes them longer to 
learn and they make more errors. 

Mr. Burke. We would agree with that, yes. 

Mrs. Grirrirus. That is all. 

Mr. Rarns. Mr. Derwinski ? 

Mr. Derwinski. You gentlemen have made excellent statements, but 
I have one or two more questions. 

I am pleased to see that you advocate the removal of the four and a 
quarter ceiling on long-term Government bonds. 

Now, theoretically, Mr. Bartling, if we were to remove the artificial 
ceiling on FHA and VA loans, wouldn’t this automatically remove 
the problem that discounts now pose ? 

56021—60-——18 
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Mr. Barring. This point has been argued by many people. I 
have raised the question myself many times, that if interest rates were 
allowed to be completely free, obviously this would solve the discount 
problem. I don’t know at what level interest rates would go to solve 
this, because you have discounts on conventional mortgages now, even 
at interest rates of 7 and 8 percent in some parts of the country. The 
unfortunate part about it is that if you have a free interest rate, as- 
suming some higher level, is what it does in terms of depriving, be- 
cause of the higher monthly cost, literally tens of thousands of people 
of the opportunity of qualifying for buying new homes. 

Mr. Derwinsxi. Of course, discounts on conventional loans are 
generally developed in a so-called tight money market. 

Mr. Barrtiine. That is true. 

The same thing on FHA and VA, of course. 

Mr. Derwrinski. On page three of your testimony, you indicate 
that 45 percent of your builders replied that land costs were becoming 
their problem. Just how could you control this runaway land 
problem ? 

Mr. Barriina. There isn’t any one answer, because this involves 
whether or not the area is one having a tremendous migration, a 
boom town, an explosion of population. This creates, I am sure, 
Ferree for much greater demand for land than there is avail- 
ability, thereby boosting the price. 

But what has happened during the last 5 to 6 years that is of in- 
creasing concern to us is that as we have had this flight to the suburbs, 
land that is readily available has been in the situation of being bid 
for, and as a result, the cost of land has gone way up, and as a result, 
in order to justify the land economically, you he to build higher 
priced houses to put on this land, and the thing just keeps spiraling 
and in the process, unfortunately, we haven’t solved the problem of 
providing low cost land in many areas for low and moderate income 
people and as you notice in our statement we express considerable 
concern over the solution of this problem. 

Mr. Derwinski. Now, correct me if I am wrong, but about the 
time you started to study the so-called emergency housing bill earlier 
this year, you were having your annual convention in Chicago. 

Mr. Barrutne. That is right. 

Mr. Derwinsxr. At that time wasn’t there quite a bit of contro- 
versy among the delegates as to the policy position your organization 
should take. 

Mr. Bartiine. Mr. Congressman, that is an understatement. It 
was a real heated discussion we had out there, about what we should 
or should not do, and our policy statement, of course, reflected the 
final decisions on that, but I must say that in the final analysis, though, 
our policy statement was based on a unanimous vote of our board. 
In other words, as an industry approach, in arriving at our unanimous 
vote, we did have considerable discussion. 

Mr. Derwinsk1. Didn’t the original difference of opinion that your 
members displayed stem from an attitude toward more or less Gov- 
ernment participation in homebuilding? 

Mr. Bartiine. That is right. 

Mr. Derwinsxi. Now, going back to your testimony again on page 
8, you use the expression “expensive local and Federal requirements” 
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and you also mention “community facilities.” Just exactly what do 
you mean by “expensive local requirements” ? 

Mr. Barrurne. Well, I referred to those a minute ago. I am re- 
ferring now to codes, zoning, that type of thing, the enforcement of, 
let’s say, unnecessary electrical or plumbing codes, excessive zoning 
in terms of width of streets, community facility requirements that are 
excessive in terms of size of sewer mains. In many areas of the coun- 
try, for example, land, in terms of the size of the lot, is zoned in such 
a way that it permits only the utilization of two to three, or even less, 
homes per acre of land, and with the high cost of land this means a 
high cost of building. "These are what we consider unnecessary local 
r equirements. 

Mr. Derwinskt. Now, I think you are aware of the complaint of 
some local officials to the situation that develops when a builder moves 
into a town, sets up a subdivision and then literally disappears and 
dumps in the lap of the local public officials the problems of schools, 
police and fire protection, and all that. You are not objecting to the 
requirements that you dedicate land in advance for school purposes 
and things of that nature, are you? 

Mr. Bartuina. I would say that we are objecting to many of these 
requirements. Mr. Severin, to my right here, I think could add to 
this, being involved in some of the problems out in California. As 
a matter of fact, you might be a little vehement on the subject from 
what I have heard you say in the past. 

Mr. Srvertn. Well, I think that as a matter of policy the NAHB 
would vigorously oppose the dedication of land for schools. As a 
matter of fact, we feel that it is unconstitutional and it has been 
proved so in many of the courts that local bodies that impose such 
a requirement are acting unconstitutionally. 

The unfortunate part of it is the homebuilder is not responsible 
for the growth of population except as it concerns his own family, 
yet he is blamed for it. Just as you, Mr. Congressman. You said 
the builder comes in and saddled the community with the schools. 
He didn’t do it. It is a social problem that exists in the country and 
should be treated on that basis and not expect one segment of business 
to shoulder the burden for it. 

Mr. Derwinskt. I will discuss this with you later in the week, but 
one last question, Mr. Chairman. Has your organization taken a stand 
yet on the provision of one of the bills we are studying relative to a 2- 
percent interest rate and 60-year payments on rental relocation 
housing ? 

Mr. Barrtine. No, sir, but it will be discussed within the next 
2 days, and I am sure it will be discussed with a great deal of interest. 
I might say this, that speaking for the association, our general at- 
titude is that we are certainly not closing our minds at any time to 
any of these new approaches. We certainly want to study this be- 
cause it involves a great many approaches that are new, and I am not 
prepared to say at this time that it is either good or bad. We cer- 
tainly have an open mind and will retain that attitude in discussing 
it. 

Mr. Derwinskt. Mr. Chairman, do I understand correctly that our 
record shows the position of the homebuilders on all the issues? 

Mr. Rains. We will be glad to have you furnish us your policy 
statement, we will include in ie record—— 
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Mr. Barriine. We have the policy statement that we submitted 
to you earlier in the year. 

Mr. Rains. Yes, sir; we could spend the morning with these gentle- 
men, but we have other witnesses. 

I have one other question I would like to ask Mr. Burke. What is 
the problem with reference to credit qualification that you find down 
in the Southwest, if there is any problem ? 

Mr. Burge. Mr. Chairman, in my own operations, we find that ap- 
proximately 25 to 30 percent of the prospective homeowners are turned 

own because of credit requirements, and by credit requirements I 
mean the fact that they owe for an automobile, or owe for furniture 
or something like that, and they say that that particular family is 
unable to meet the monthly payment on a new house. 

I feel that this is a general matter in our part of the country, in 
talking to other builders. Some builders who are particularly careful 
in screening prospects—and it takes, sometimes, 2 to 4 weeks to secure 
credit approval through the Veterans’ Administration or FHA, on a 
purchaser—some builders who are particularly careful and don’t want 
to tie up their house unless they know it is sold, still have rejections 
because of credit in the neighborhood of 15 percent. I agree with the 
study made on the other side by Senator Sparkman’s committee, that 
the lenders and FHA in this credit field, are too conservative. Not 
only are approximately 25 to 30 percent rejected on credit, but the 
fact that those people are rejected on credit means that others do not 
even come out to purchase a house, and thereby deny themselves the 
possibility of homeownership because they think they will be rejected, 
and this deals directly with one of the provisions in pending legisla- 
tion, to give discretionary authority to the FHA to reduce the mort- 
gage insurance premium, and I think that it would be the policy of 
our association that it would be fine to reduce the premium if the 
acturial experience would show that it should be reduced, but we are 
more in favor of FHA taking a greater risk. They are in an in- 
surance activity, and if they did take a greater risk, they would in 
turn lead the way for both conventional lenders and FHA lenders to 
also ease up on their credit requirements. 

It was told to me by our economist that the length of life, the 
average life, of an FHA loan, has not materially increased. It was 
814 years when we had 20-year FHA loans, it was 814 with 25-year 
FHA loans, and it continues to be 814 with the 30-year FHA loans. 
Which would indicate that the families of America are not given 
true credit for their ability to pay for the home which they buy. 
In dealing with the field of credits on housing, that it just means 
something more to a family to own a home and they are going to 
make a special effort to pay off that debt. 

Mr. Rains. In connection with that I would like to say this: 
That is working a very great hardship on our colored citizens in 
the State where I come from. Some colored fellow gets garnisheed 
once for $50 and it shows up in an FHA report and they turn him 
down. I assume you have the same problem, and I think we ought 
to look into it. 

Mr. Wipnatt. Mr. Chairman, you spoke about the 814 years on 
payoff on FHA mortgages. Isn’t that a false figure? Doesn’t that 
more nearly reflect the mobile population, as many people buy a house 
and sell it and go some other place and pay off the original mortgage? 
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Mr. Burke. Well, you can say it is a false figure if you want to, 
but I say that the average length of life of a mortgage is 814 years, 
which means that the lender, and FHA, as far as the risk that they 
are taking is concerned, are still looking at an 814-year mortgage. 

Actually houses are resold, which cuts off or reduces the length 
of the life of the mortgage and some are paid off. I don’t mean to 
infer that the mortgages are paid off in a period of 814 years. Some 
percentage of them are paid off in that time. 

Mr. Wipnatx. Thank you. 

Mr. Ratns. Thank you, gentlemen. 

We could ask you many more questions, but we have other wit- 
nesses. We appreciate your good statements. Thank you very much. 

The next witness is Mr. Charles L. Farris, president of the Na- 
tional Association of Housing and Redevelopment Officials. Come 
around, Mr. Farris. He is accompanied by John Lange and Mr. 
Roger Schmidt. 


STATEMENT OF CHARLES L. FARRIS, PRESIDENT; ACCOMPANIED 
BY JOHN D. LANGE, EXECUTIVE DIRECTOR; AND ROGER 
SCHMIDT, ASSISTANT DIRECTOR, NATIONAL ASSOCIATION OF 
HOUSING AND REDEVELOPMENT OFFICIALS 


Mr. Farris. Mr. Chairman and members of the committee, my 
name is Charles L. Farris. I am here in my capacity as president 
of the National Association of Housing and Redevelopment Officials, 
an elective position. In my day-to-day job, I am the executive di- 
rector of the St. Louis Housing and Land Clearance for Redevel- 
opment Authorities. 

In appearing here to represent NAHRO (which is the short. ver- 
sion of our association’s name), I speak for the public officials and 
civic leaders who are working for the elimination of urban slums and 
blight. NAHRO was founded in 1933. To quote from our constitu- 
tion, we are working toward this objective by seeking— 
to improve the standards and practices of all phases of public administration 
which are related directly to housing, and other community development pro- 
grams in the urban renewal process, and to develop and improve the profes- 
sional standards involved in the administration of such a program. * * * 

Since NAHRO members’ interests are grounded in the general wel- 
fare and since our members deal with the urban renewal program as 
a whole, not simply isolated elements of the complex, we believe that 
the association has a special competence and knowledge to bring to 
these hearings. 

We must record that we are here today in a somewhat critical mood. 
Our membership last October adopted a program resolution to guide 
our activities during the 1960 year. In our resolution, we expressed 
the view that American cities have only barely begun the renewal job. 
We say that the job may never be achieved— 
if we fail now to evaluate realistically what has been done * * * and set long- 
range goals for the decades ahead. 

As a basis for this evaluation, our members advocated a “deep prob- 
ing study into the present techniques” being used to get the renewal 
job done. And we called for— 
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“strong and unremitting leadership at the Washington level to carry through 
whatever changes in program of Federal aid may be required. 

In the light of the gravity of our situation, as reflected in this pro- 
gram resolution, it is a discouraging and disheartening experience to 
find that this committee has nothing before it in the way of recom- 
mendations from the administrative branch of our Federal Govern- 
ment—nothing to give us the sense of “strong and unremitting leader- 
ship” that we feel so important to the strength of full potential of the 
program. 

It seems to us in NAHRO self-evident that cities cannot—and will 
not—commit themselves to really full-scale renewal plans if they can- 
not foresee really full-scale Federal support coming to them over at 
least. a 10-year period. Maintaining a technically competent staff on 
a year- to-year basis, is becoming increasingly difficult; getting local fi- 
nancial commitments only on project-to-project basis is difficult with- 
out the assurance of long-term Federal aid. Cities must feel behind 
them, in their effort to overcome centuries old problems, the strong and 
understanding support of the Federal Government. They must know 
that support is there today—and for many tomorrows. 

Those who argue that the Federal Government should not. commit 
itself 10 or more years ahead unless the cities can document the time 
required and the dollars-and-cents cost of a full-fledged scale renewal 
job cannot be aware of the city planning processes in general and the 
renewal project planning procedure in specific. 

After more than a half century of city planning activity in this 
country, not more than a handful of cities have long-range capital 
plans, tying physical and fiscal planning together for a 5- or 10- 
year period. Without this basic plan to w ork ¢ against, a forecast of a 
full-scale renewal plan in terms of time and the money cannot be 
packaged up overnight—or even over a year’s time. But the crude 
facts of urban blight are here for all of us to see. And the renewal 
experience since passage of the 1949 Housing Act can certainly give us 
a realistic insight into the time and money costs. 

For the Federal Government to foresee a continuation of its present 
role for at least another 10 years is possible simply on the basis of 
census figures and the amount of substandard housing existent in the 
country today. When it is then recognied that the very largest part 
of the renewal job lies in the rehabilitation and conservation of exist- 
ing housing of standard quality, it can be seen that urban renewal 
is here to stay as a permanent governmental function. 

We cannot express strongly enough the importance to the entire city 
rebuilding movement of getting into the 1960 omnibus bill several 
key provisions that NAHRO advocated last year and puts forward 
again this year. 

(1) That there be an increase in Federal capital grant obligational 
authority under title I of the Housing Act of 1949 in the amount of 
$600 million each year for a 10-year period. 

(2) That the full $336 million annual contributions authorization 
of the Housing Act of 1949 be restored—thus making it possible for 
cities to go ahead with public housing programing as the need arises 
rather than working against continual narrow deadlines and limita- 
tions. 
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(3) Authorization to institute the fundamental research program 
that is so important to evaluating past performances and mapping 
out future needs. 

The importance of research to the renewal program was made 
abundantly clear in a special report of Dr. Ernest M. Fisher prepared 
for the Administrator of the Housing and Home Finance Agency last 
winter. The report was commissioned to serve as a guide to HHFA 
in developing its own proposals. The first recommendation in the 
report is for “a continuous flow of funds into research and objective 
study” administered by HHFA and its constituents. 

A considerable part of the report is given to demonstrating why 
such research is needed and how it should be channeled. Thus Dr. 
Fisher’s report parallels the NAHRO program resolution in giving 
first priority to an evaluation study as to what’s been done if what’s 
to be done is to serve its highest purpose. 

With these generalizations behind us, I propose to move in the spe- 
cific recommendations for nine different phases of the renewal pro- 
gram. 

1, TITLE I, URBAN RENEWAL 


CAPITAL GRANT AUTHORIZATION 


Our major recommendation under this hearing is the one already 
made: An increase in capital grant obligational authority at the rate 
of $600 million a year over the next 10 years. 

This request is supported by the results of the recent survey of 
emerging urban renewal money needs conducted by the American 
Municipal Association and the U.S. Conference of Mayors. The 
findings of this survey were introduced into the Congressional Record 
by Senator Clark in conjunction with S. 3509. 


SHARING OF NET PROJECT COST 


In its program resolution for 1960, NAHRO reaffirmed the need for 
an increase in the Federal share of net project cost. for renewal pro- 
grams. We advocate changing the present two-thirds Federal, one- 
third local sharing formula to four-fifths Federal, one-fifth local. 

Such an increase, we contend, would not reduce the local contribu- 
tion to urban renewal. It would permit less wealthy but needy com- 
munities to enter the program and would permit other cities to en- 
large their programs and approach more closely their community 
requirements. 


AMENDMENTS TO EXISTING LAW RECOMMENDED BY NAHRO 


On the basis of the collective experience of its membership, NAHRO 
asks that Congress carefully consider the following amendments: 


REAL ESTATE TAX PAYMENTS AND CREDITS 


In its statement to this committee last year, NAHRO pointed out 
that the intent of Congress was not being reflected in the administra- 
tion of the provisions of section 110(e) of the Housing Act, relative 
to project real estate taxpayments and credits. 

HHFA permits such payments or credits covering both land and 
buildings only with respect to improved property. ‘No payments or 
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credits are permitted for unimproved property. Moreover, pay- 
ments and credits on improved property must be terminated at the 
end of the tax period in which the improvements are demolished. 

We believe that the Congress, in enacting these particular provi- 
sions, intended that such taxpayments or credits be allowed on all 
acquired property, improved and unimproved, so long as such property 
is held by the local public agency. If this understanding is correct, 
we urge again that Congress ‘make its intent clear to HHFA. 


PUBLIC DISCLOSURE BY REDEVELOPER 


The Housing Act of 1959 included a new requirement, section 105 
(e), that “no understanding with respect to, or contract for, the dis- 
osition of land within an urban renewal area” shall be entered into 
vy a local public agency unless the agency shall have first made public 
the name of the redeveloper, names of its officers, principal members, 
shareholders, etc., and estimate of rentals and sales prices of housing 
to be built in the redevelopment area. 

The experiences of NAHRO members in connection with section 
105(e) are that the present wording and administrative interpreta- 
tion of the section tend to create unnecessary problems for local public 
agencies. We request, therefore, that the section be reworded to the 
extent that it would no longer apply to redevelopers that are public 
and nonprofit entities, to sales of project land to businesses and in- 
dividuals displaced by clearance, or to sales to abutting property 
owners. We also ask that the term “understanding” in the section’s 
language be removed. As the language stands now, with the term 

“understanding” subject to such broad interpretation and applica- 
tion, local public agencies are seriously encumbered. 


RELOCATION AMENDMENTS 


Mr. Rain’s bill, H.R. 12152, and companion bill, H.R. 12162, intro- 
duced by Mr. Addonizio, under consideration by this committee, in- 
clude amendments which would allow higher relocation payments. 

On relocation amendments we want to compliment the chairman 
and Mr. Addonizio because we feel these bills are highly significant 
and quite worthwhile. We do not know in our own minds at the 
moment exactly how far they should go, but we know there ought to 
be some other mechanism for arriving at amounts with respect to 
relocation paymets, inasmuch as we feel that at the present time there 
are certain States ‘which under State enabling legislation, it would 
be permissive to make payments in excess of ‘the ‘present limitation 
of the $3,000 specified, and we wholeheartedly support the proposal 
that has been put forth. 

With the increases in relocation payments authorized by the Hous- 
ing Act of 1959, experience has indicated that generally the increased 
amounts would accommodate the bulk of needs in relocating families 
and businesses in most communities. There are some exceptions where 
the new limits still do not take care of the expenses involved. 

It is obvious that every circumstance cannot be accommodated by 
the present limits. It is, therefore, our opinion that authorization 
should be granted to permit increasing the limits as proposed in H.R. 
12152, especially with the flexible formula permitted for the dis- 
placed business firms where it is demonstrated that actual moving 
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expenses exceed the $3,000 ceiling now established. In other words, 
the present dollar ceiling would prevail except in the occasional and 
isolated cases. 

We would recommend that a similar flexible formula be established 
also for families who have unusual situations. 

We are indeed pleased with the provisions in H.R. 12152 which 
will authorize loans to be made to concerns displaced from urban 
renewal areas, for the purpose of helping them to reestablish their 
businesses. The loans made for a maximum term of 20 years, with 
an interest rate not to exceed 3 percent, will aid materially in the 
transition process. Such loans together with the proposed revision 
of the payment formula should provide adequate vehicles for the fair 
and equitable treatment of displaced business concerns. 

We support as a recognized Federal obligation in the relocation 
process commensurate with other relocation expenses, the provision 
authorizing the local public agency to retain a full-time relocation 
specialist who would be reimbursed in full in the same way the Federal 
Government now pays for other relocation expenses. 

We heartily welcome the provisions of title II of H.R. 12152, which 
will make it possible for more displaced families, who, because of in- 
come are not eligible for low-rent public housing and cannot afford 
decent private housing under existing financing vehicles, to be served 
fairly. The loans to nonprofit corporations, for long maturities and 
at low interest rates, show promise of being useful tools in meeting an 
increasingly more difficult demand on our housing resources. 


2. NEIGHBORHOOD REHABILITATION 


Although the administration has not proposed any legislation this 
year, it has submitted two appropriation requests—one to increase the 
insurance authorization of the Federal Housing Administration for 
its home mortgage program and another to extend the FHA title I 
property improvement loans program. 

This latter program is virtually the only resource open to many 
families in renewal areas for financing the repair and improvement 
of their homes. It is frequently, also, the only source of help for 
property owners to bring their buildings into compliance with local 
housing codes. With the growing emphasis on name better use of 
our existing housing supply and on combined programs of slum clear- 
ance with programs of slum prevention, it is being rapidly borne home 
to those of us out on the firing line that better financing mechanisms 
for rehabilitation are our most seriously felt needs. 

Title I loans are not the answer. ‘The interest rates—running to 9 
percent—are impossible to justify. The short-term repayment sched- 
ule is similarly hard to uphold. Further, the program has long been 
subject to abuse by unscrupulous lenders and material manufacturers, 
sometimes working as teams. Although FHA has worked hard in 
recent years to weed out these abuses, the basic method of administer- 
ing the program in its entire philosophy are such that exploitation is 
still much too easy to achieve. 

However, it would wor ka hardship on many families and institu- 
tions to discontinue this program at this time. We support a 2-year 
extension of the program—as provided in H.R. 12153, introduced by 
Mr. Rains—but with a directive from the Congress that a new and 
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improved program for financing rehabilitation loans be developed 
in the interim. 
SECTION 220 PROGRAM 


Meanwhile, too, we advocate that FHA’s 220 mortgage insurance 

pense be extended to cover properties found in violation of local 
ousing codes, whether in or out of federally approved renewal areas; 

that, further, this program be made available in neighborhood conser- 
vation areas, whether approved for Federal renewal aid or not, with 
mortgages as low as 5 percent or less of the total value of the struc- 
ture. These proposals are contained in H.R. 12180. 

With respect to neighborhood conservation, we support provisions 
of H.R. 9782, and H.R. 12180, which would extend FHA section 203 
mortgage insurance to cover property located in older urban neighbor- 
hoods. 

PILOT REHABILITATION PROJECTS 


Another amendment included in H.R. 12180 that we endorse relates 
to federally approved renewal areas which include units scheduled 
for rehabilitation—and authorizes 2 percent of such units or 50 units, 
whichever is less, to be acquired and rehabilitated for resale through 
the use of Federal grants. 

The experience of this country in rehabilitating units suitable for 
low- or middle-income family occupancy is very limited. Demonstra- 
tion houses have been financed by private institutions here and there 
across the country—but a single job in an entire rehabilitation area 
cannot possibly test out all of the many economic, structural, social, 
and financial imponderables that enter into each rehabilitation job. 





NEED FOR SUBSIDY 


Based on another year of trial with the FHA title I program, ex- 
perimental use of 220 for rehabilitation and conservation, and a test- 
ing out of actual structural rehabilitation methods, it is certain that 
we will enter 1961 with some better knowledge of the potential of re- 
habilitation and urban renewal. But even at this point in our ex- 
petveries, we see as inevitable that some type of subsidy will have to 

e applied if families of really low income are to stay on in renewal 
areas in homes brought up to at least minimum standards of sanita- 
tion and safety. Dr. Fisher’s report, to which we have already re- 
ferred, clearly foresees this need. 


3. PUBLIC HOUSING 
AUTHORIZATION 


Our major recommendation is the one made earlier—that the $336 
million annual contributions authorization of the U.S. Housing Act 
of 1949 be restored. 


FIXED ANNUAL CONTRIBUTIONS 


In restoring the above authorization, the Congress should also re- 
quire that the Federal agency administering the program pay to local 
housing authorities annual contributions in the full fixed amount es- 
tablished in their basic annual contributions contract. 
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If local authorities can set up their annual budgets for this full 
fixed contribution as a base, they will find it possible to serve a much 
wider cross section of the low-income families of the community. 

Frequently, in order to insure the financial feasibility of a project, 
a local authority has to set a limit on the number of very low-income 
families it can service—primarily elderly single persons or couples, 
since they are among the very lowest income groups in most commu- 
nities. Further, with this fixed subsidy as a basic budgeting item, au- 
thorities will be able to develop maintenance and repair reserves tail- 
ored to their needs and to provide realistic programs of transition 
by educating newly admitted families coming from poor circum- 
stances to adjust to their new quarters and environment. And if 
favorable economic circumstances bring in more rental than is budg- 
eted, authorities can retire their debts in advance of schedule and move 
more quickly into a nonsubsidized operation. There is no precedent 
in other federally aided programs for the costly and continuing super- 
vision that is imposed by, in effect, figuring out a new subsidy figure 
each year over a 40-year loan period. The annual contributions 
should be seen as a lump sum grant, paid out yearly, in fixed sums, 
over the full period of the development loan. 


SALE OF DWELLING UNITS TO TENANTS 


Again, as in several past years, we ask for an amendment to the 
USHA Act that will make it possible for over-income public housing 
tenants to purchase their units outright or to enter into a cooperative 
ownership with other tenants or the local housing authority. This 
is a recommendation of the Fisher report as well as of every other 
major student of the public housing program who has sought im- 
provements in its operation over the past 4 or 5 years. 

The importance of giving housing authorities a chance to put this 
idea to the test is hard to deny. Nothing can be lost in opening the 
way to homeownership for public housing tenants who have passed 
the maximum income limits of the local housing authority. 


ADDITIONAL SUBSIDY FOR THE ELDERLY 


Another amendment that we would like to see enacted would au- 
thorize local housing authorities to receive an additional subsidy up 
to $120 per annum for each aged family accommodated whenever 
such subsidy is needed to maintain project solvency. 

The present public housing program already recognizes special 
financing problems of housing for the aged by authorizing a higher 
per room construction cost for units built for the aged. Since such 
units are always smaller than those built for family use, it has not 
been found possible, in many localities, to provide fully equipped 
units under normal room cost limitations. Yet the total dwelling 
cost may be much less than for a family unit; hence, the annual sub- 
sidy earned” by that unit is much less, since subsidy is percentage of 
the development cost. . 

With this smaller subsidy the family of the very lowest income 
must be accommodated, and frequently, in connection with such 
housing, added community facilities and services must be provided. 
So if housing authorities are to do their share in meeting the needs 
of the elderly, they need to have the benefit of a new subsidy formula. 
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REPEAL OF RESTRICTIVE AMENDMENT 


We recommend the elimination of subsection 10(j) of the Housing 
Act of 1954, which requires local authorities to pay over to the Federal 
and local government all of their net receipts from their low-rent 
projects after capital indebtedness is liquidated. Under this provi- 
sion, projects remain under Federal control virtually in perpetuity. 

Further, the amendment in effect denies the need for subsidy, and 
instead puts the Federal Government in the position of extending a 
loan with what could prove to be a century-long repayment period. 


TECHNICAL AMENDMENT 


We recommend perfecting the language of the amendment of the 
1959 Housing Act that permits the use of urban renewal sites for 
public housing; present language seems to limit use of the provision 
only to future renewal projects rather than to those presently being 
assembled. 


4, FEDERAL DEPARTMENT OF HOUSING AND URBAN AFFAIRS 


This association has for several years advocated that all Federal 
agencies and programs developed to assist cities in meeting problems 
of urban blight be centralized in a single department that has cabinet 
status. Thus, urban problems would be dealt with on the same basis 
as rural problems—through a department tied in with the overall 
administrative machinery of the Government. 

Title V of H.R. 12153, introduced by Congressman Rains (as well 
as H.R. 12161, introduced by Congressman Addonizio), has our 
enthusiastic endorsement. We applaud the provision that would 
establish a special Commission to study further transfer of functions 
to the new Department. NAHRO would be glad to work with this 
Commission in defining just what functions this proposed new Depart- 
ment should administer. 

The arguments in support of this Department have been presented 
forcefully and well on many past occasions. We do not repeat them 
here—but repeat our strong conviction that the housing and urban 
renewal program cannot hope to get the kind of national leadership 
support it needs if it is not served through a department that is held 
in the same dignity and respect as the Department of Agriculture. 


5. MODERATE INCOME HOUSING 


NAHRO has repeatedly stressed the importance of all parts of the 
housing market being adequately served. The success of our city- 
rebuilding effort centers on an adequate supply of housing across the 
economic board. 

Therefore, we have supported and will continue to support, efforts 
in this session of Congress aimed at strengthening all sectors of the 
housing market. We were pleased to see the successful passage 
through the House of H.R. 10213, the Emergency Home Ownership 
Act sponsored by Mr. Rains. In our testimony before the Senate 
Subcommittee on Housing last week, we urged Senate approval of 
this measure. 
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We endorse also the various provisions of H.R. 12153 (and com- 
panion bill H.R. 12161) which would expand and strengthen FHA 
and FNMA programs with a view toward enabling more families of 
moderate means to secure housing above the minimum of acceptability. 

No aspect of the housing problem has so persistently confronted 
us as how to meet the needs of the family that falls into the category 
of, for want of a better term, we will call the lower-middle income. 
Here we are dealing particularly with the family which is displaced 
by some form of public action, which has an income too high for 
nublic housing eligibility, and for which the private housing market 
ie little if nothing satisfactory to offer. The provisions of title II 
of H.R. 12152, introduced by Mr. Rains, are designed to help fill this 
gap, and we are in full support of these provisions. 

NAHRO supports further study into the subject of moderate in- 
come housing with a view toward developing additional vehicles for 
meeting the tremendous need in this area. And certainly, if the kind 
of Federal research program we advocate below is launched, it will 
give us some direction to follow in reaching solutions. 


6. PUBLIC FACILITY LOANS 


MHF A, through the Community Facilities Administration, is pres- 
ently making advances and loans to localities hard pressed for funds 
to help them finance a variety of public works programs. There are 
several bills before the Congress advocating the extension of all CFA 
advances or loans to cover new types of public facilities. 

In view of the serious land problems that builders are facing, it is 
our view that localities could ease this problem and at the same time 
exercise much needed control over open land use, if they were to be 
made eligible to receive CFA advances and loans to assemble outlying 
tracts and service them with basic public facilities. The land could be 
turned back to private ownership—but with certain covenants laid on 
the land as to density, transportation, services, etc. The problems 
of the inner city and the outer city are inseparably bound together and 
we must begin to treat them on a simultaneous and coordinated basis. 


7. HOUSING FOR THE ELDERLY 


We share with the House Appropriations Committee a sense of 
deep frustration that nothing has happened up to now to set in mo- 
tion a direct loan program of housing for the elderly that was au- 
thorized in the 1959 act. We hope that the pilot program that the 
Appropriations Committee provided for in the independent offices 
appropriation bill for the coming fiscal year will get through the Sen- 
ate and will quickly move into execution. But regardless of what 
may happen to this pilot program, we strongly support a provision 
for a $100 million authorization. It is obvious that housing for eld- 
erly must be provided under a number of different financing devices, 
to serve the wide variety of needs that exist among the elderly. A 
direct loan program is the only device that can serve certain needs, 
just as it was only a direct loan program that could serve certain 
groups of veterans for whom the FHA loans insurance mortgage pro- 
gram was unworkable. 
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8. SCHOLARSHIPS 


As evidence that there is a growing need for trained technicians in 
the housing and urban renewal field, more and more schools and col- 
leges are including renewal courses, seminars, lectures and workshops 
in their curricula. And there is a gathering movement in the direc- 
tion of privately sponsored fellowships in this field. But still the 
shortage persists. 

We, therefore, advocate the provision of at least $500,000 for a Fed- 
eral scholarship assistance program. However, we would like to see 
more emphasis put on the needs for not only training and the skills 
of planning, architecture, and public administration, but in the skills 
of human relations, community organization, and actual housing 
project management. It is everywhere observable that a large part 
of the housing and renewal job has to do with better understanding 
of human motivation, frustrations, and deviations from what is 
thought of as socially acceptable behavior. There must be more 
training and technicians capable of giving guidance and leadership 
in these areas. 

9, RESEARCH 


It is of considerable significance, we think, that over one-third of 
the Fisher report to HHFA Administrator Mason builds a case for 
the need for profound and continuous research into the problems of 
housing and urban renewal. Our association approves this emphasis 
and would like to see the 1960 omnibus housing bill authorize the 
appropriation of funds sufficient to organize and staff a permanent re- 
search division within HHFA. 

Meanwhile, we see both the section 314 demonstration grant pro- 
gram and the section 701 planning assistance program as Important 
research tools and would recommend $10 million authorization to keep 
them moving in the year ahead. 

Further, we would recommend $500,000 appropriation for making 
of special housing quality tabulations from the new 1960 housing 
census data. The new body of information that the census will bring 
us this year can be used intensively and immediately to get at some 
of the missing facts about urban conditions to which we referred 
earlier in this statement. A half million dollars spent now to take 
full advantage of census data will put us in a position to move ahead 
much more quickly and with much more confidence in the proper 
direction than has ever before been possible. 

That completes the formalized presentation, Mr. Chairman. 

Mr. Rarns. Mr. Reporter, I want to include in the record immedi- 
ately following Mr. Farris’ statement, from the Journal of Housing 
an article entitled “NAHRO Program Resolution Adopted at Annual 
Business Meeting, October 20.” I want to include that part which I 
have marked. 

Mr. Farris. We thank you, sir. 

(The resolution referred to follows :) 


NAHRO Program RESOLUTION 
Adopted at annual business meeting, October 20, 1959 


Be it resolved—As we move into the 60th year of the 20th century, we look 
back to the record this country has made in clearing slums, in working to pre- 
vent the spread of urban blight, and in maintaining an adequate supply of 
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decent housing in suitable neighborhood environments. We find what has been 
done impressive as an example of human idealism, ingenuity, and effort. But 
what can be seen in this record in terms of the achievement of preestablished 
goals? Are we free from slums? Well housed in good neighborhoods? Have 
our cities realized the full benefit of the application of modern technology to 
the needs of midcentury man; social, physical, economic? 

Based on what we read in this record, we recognize that our job—the job 
that associates us in NAHRO—is at best well started. We may never see it 
achieved if we fail to now evaluate realistically what has been done and to 
set long-range goals for the decades ahead. 

Out of our conviction that America’s cities must be renewed to assure the 
well-being of the Nation’s citizens, to maintain the strength and the growth 
of our economy, and to continue the steps already taken to make the United 
States an example to the world of the first nation in history to have the will 
and ability to provide good housing and good cities for all of its people, we 
set these long-range tasks for ourselves: 

1. We must organize a deep-probing study into the present techniques being 
used for the job. We must search for: 

A more profound understanding of how cities function and of what they 
can contribute to the satisfaction of living for the individual; 

A consistent relationship between all the program elements, whether pub- 
licly or privately developed and operated, that go into the building of cities; 
industrial expansion, highway construction, the creation of new homes and 
neighborhood facilities. 

A method for timing the various steps in the renewal process to keep us 
ahead of the natural forces of deterioration and of the steady growth of 
our population ; 

An action program that ties together the administrative, financial, and 
physical resources of our local governments. 

2. We must encourage strong and unremitting leadership at the Washington 
level to carry through whatever changes in programs of Federal aid may be 
required. 

3. We must encourage strong and unremitting leadership at the State and local 
level to sustain us ag day-to-day complexities arise and as major decisions are 
faced that can mean the difference between short-term expediency and long-term 
enrichment. It is at the local level that renewal programs must originate and 
must be carried out: the level of people and of bricks, nails, and doorknobs. 
Federal and State programs of assistance and action are essential * * * but 
they can be sterile if strong and properly oriented localities are not there to 
request, receive, and use wisely the assistance offered. 

4. We must make evident—ever more widely—NAHRO’s special competence 
to guide the urban renewal movement, because our interests are grounded in 
the general welfare and because we, as public officials and private citizens, pro- 
fessionally and personally involved in housing and urban renewal, must deal 
with the program as a whole, as well as with isolated elements of the complex. 

All of these long-range tasks reflect the association’s dedication to the broad 
objectives for the general welfare and security of the Nation and its people as 
laid down in the policy statement of the Housing Act of 1949. Further, they give 
a sharp focus to the basic elements of the comprehensive policy adopted by 
NAHRO last year at its 25th anniversary conference. 


Mrs. Suuiivan. Mr. Chairman. 

Mr. Rats. Mrs. Sullivan. 

Mrs. Suttivan. Before you start questioning Mr. Farris, I wonder 
if you might give me the opportunity to have him correct a comment 
on a statement that was made yesterday, in questioning of Mr. Davern, 
the Acting Commissioner of Public Housing, by our colleague Mr. 
Derwinski, of Chicago. 

I was out of the committee at the moment and didn’t know of it 
until I returned. I would like to ask permission to have Mr. Farris 
comment on that question. 

Mr. Rains. Yes. 
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Mrs. Sutiivan. The question, Mr. Farris, that Mr. Derwinski put 
to Mr. Davern, was this. He said: 

Last week, I understand, Mr. Farris of the St. Louis Housing Authority testi- 
fied that the delays in the Federal housing programs were caused by the regu- 
lations. I understand Mr. Farris is to appear before this committee sometime 
in the next day or two, but I would like to know if you could speak to that point 
and tell us some detail about the situation in St. Louis. 

Mr. Farris. I would be delighted to, and I appreciate the oppor- 
tunity, Mrs. Sullivan. 

First, I should like to open by saying this: I think that Norman 
Mason, Mr. Chairman, deserves a lot of credit for his selection of 
Bruce Savage as Commissioner of the Public Housing Administra- 
tion. I think the same thing is true in terms of David Walker. 

I also feel that Larry Davern, during this interim period, while 
he has been the Acting Commissioner, hhas done a splendid job. I 
think that he has put in motion many of the things which this com- 
mittee requested the Commissioner of Public Housing to put in mo- 
tion at the time the hearings were held last year, and I am glad that 
Larry felt that, according to this statement “he had regarded me as 
a friend and as an able man in this field.” I didn’t realize that the 
comments which I have made before the Senate committee would 
reflect any criticism of Larry Davern in his capacity as the Acting 
Commissioner, and if that thought has esvatiet, I wish to make 
sure that it is understood that that was never intended. 

I hope that I am still his friend. I admire him with a great deal 
of respect and I hope that after making this statement he would 
again agree “that Farris is an able man in this field.” 

Mr. Rays. I am sure he will, Charlie. 

Mr. Farris. There are delays in the low-rent housing program, and 
these delays are costly, and I would agree that the delays result at 
the local level as well as at the Federal level, but let me assure you 
that the primary reason for the delays is because of the mass of reg- 
ulations and redtape which has heretofore existed in the Federal 
agency. It has existed to the extent that in actual practice, I can 
assure you of one document that had to be submitted to a regional 
office, it was Chicago, 12 times before I got approval of it and each 
time it had been amended in accordance with the previous submission 
as suggested by the Public Housing Administration. 

This is uncalled for and unnecessary, and obviously this is ridic- 
ulous administration. 

I might also add that the ridiculous administration has not been 
under just Republican administrators. I have seen the same situa- 
tion prevail under Democratic administration. 

Mr. Apponizi1o. Mr. Farris, speaking about these delays, we have 
had numerous complaints also, particularly in my area, some com- 
munities complain about delays in these urban renewal programs. 
Are they justified also? 

Mr. Farris. I think, Mr. Addonizio, that they too are justified. 
I think, also, insofar as Mr. Walker is concerned, that there have been 
tremendous shortcuts established recently by the elimination of man 
of the manual provisions and regulations that previously existed. 

Now I would not say at this point that we have the Saul bolution, 
and I think Mr. Walker, and oo sure Mr. Savage, will probably 
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agree with that. The point is there has been built up a hiearchy of 
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Federal bureauocracy and until we are able to get on top of this thing 
from the standpoint of good administration, I think we will always 
have problems. These efforts to remove redtape have just taken place 
and it will be some time before we see the effect of these changes in 
terms of action being taken. 

I want to take this step by step because I am sure Mr. Davern was 
not prepared to talk to this particular point, Mr. Derwinski—I see 
Mr. Derwinski has gone—and that he was in a position of having to 
supply information off the top of his head. Obviously no one could 
be expected to carry around all the detail required. 

For example, he says 
There have been delays in the St. Louis program and I would like to relate 
to you a few of those cases. In 1959 the agency entered into an annual con- 
tributions contract with the St. Louis Housing Authority which included two 
projects, one identified as “Missouri 1-8,” to contain 300 units, and one identified 
as “Missouri 1-10,” to contain 575 units. 

The first thing is that the contract with regard to the 300 units was 
entered into in 1955. The second point is yes, with regard to the 575, 
it was in 1959, and I might observe at this point that 30 percent of 
the land has been bought, that the planning is underway and that the 
project will be under construction within 18 months or 2 years at the 
maximum, depending upon how long it takes to get the architectural 
work and specifications and necessary clearances. 

I want to point out, with regard to the 300 units, that when I took 
over the public housing program in St. Louis in August of 1955, 
that project 1-8 and three other projects were under contract, and the 
sites had been preliminarily designated. 

Now the way they were preliminarily designated was that the PHA 
regional director got in his automobile and rode around and said, 
“This is where I think you ought to build public housing projects,” 
and local people at this point had not had familiarity and experience 
with the program. They went along with his recommendations and 
the projects were placed under contract. 

As soon as we took one look at this situation when we took over in 
August of 1955, we saw it was completely all wrong. It had never 
been checked out with the planning commission, it had never made 
contact with the board of aldermen, there had been no preliminary 
work of any kind, and I put those projects into limbo. 

In the meantime we put under construction 1,500 units of public 
housing of which more than 1,200 are presently occupied, and 586 
units, including a structure of 112 units for the elderly, which will be 
available in September of this year. 

We also completed another project of 500-some-odd units which is 
presently occupied. Sure, we backed off from one of those projects, 
and are going to build only 112 units, but only because the site was a 
terrible site for a public housing project, and the grand jury didn’t 
have a thing to do with it. The plans had been made in advance of 
the grand jury determination and the purpose of building only the 
house for the elderly—the 112 units—is to utilize the rest of this land 
for recreational and play area, of which there was none in the project 
when it was planned. 

Yes, we backed off on using some units, and we are going to put 
them in an urban renewal project area. And there is no mystery 
about it, because the Public Housing Administration was advised 3 
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years ago of our concept of what we intended to do with the addi- 
tional units that remained—that we were going to utilize an urban 
renewal area for this project, and we had an application pending with 
the Federal agency for the project at that time where these units 
would have been utilized, but because of the pipeline squeeze that took 
place then we were not authorized to proceed. 

Now this is the substance of what goes into this thing. I could 
elaborate in specific detail the accountability of it, but as far as I am 
concerned, this accounts for it. I am sorry to take the committee’s 
time, but I appreciate the opportunity. 

Mrs. Sutuivan. I appreciate the chairman giving this opportunity. 

Mr. Rats. I have only one comment to make. I am not going to 
ask you a lot of questions because we have your statement before us. 
I would like the record to show what this committee knows, that the 
organization which Mr. Farris represents is the organization of pro- 
fessional people who know more about their phase of housing work 
than any other organization that comes before us. 

They always give a good statement, a helpful statement, and one 
down to earth, and we appreciate it, Mr. Farris. We are glad for you 
to have the opportunity to correct any statement in the record. I am 
not quite sure that it was too serious. We are glad to have in the 
record what the facts are, and I want to compliment you on your 
plain and frank statement. 

What I have always been concerned about is too much redtape, 
regardless of who is in office, and this committee last year and the year 
before did its best to break down some of that, and to get some more 
local authority and autonomy. We would all be better off, I am sure, 
if we could get these agencies to agree to that. I compliment you for 
a good statement. 

Any questions? We have to move along. 

Mr. Addonizio. 

Mr. Apponizi1o. Mr. Chairman, thank you. 

I notice you advocate the restoration of the public housing authori- 
zation under the Housing Act of 1949. 

Mr. Farris. Yes, sir. 

Mr. Apponiz10o. Now the Public Housing Administration has stated 
that the present authorization is sufficient. Evidently you don’t agree 
with them, and I wondered why ? 

Mr. Farris. Well, I think that there are various factors, Mr. Ad- 
donizio, that enter into it. First of all, as this urban renewal program 
a there is an increasing need for public housing. This will 

come manifest in community after community when the existing 
ee no longer is there in terms of private housing to relocate fam- 
ilies in. 

Now at the moment our relocation, in public housing, is about 18 

reent of the families affected, but we have been able to use existing 

ousing. As the urban renewal program proceeds, it is necessary that 
there be a continuing process with regard to public housing to keep 
the pipeline filled, because as each of these programs proceed, in an 
orderly fashion, one just fits with the other Hikes the hand in a glove. 


Obviously the cutting off of the public housing program eliminates 


the se Ot 7 planning which is necessary in order that there be a 
the total renewal program. 


realization o 
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Secondly, regardless of what the demand is at the present moment, 
lease recall what I have previously said about some of the admin- 
istrative problems that have been encountered being the primary rea- 
son why there has been a choking off of the program at the local com- 
munity level. ; =p irf 

Thirdly, no doubt about it, the question of site selection is a problem. 
Last year Congress passed a bill which said that there shall be auton- 
omy vested at the local level, with regard to these programs. The 
first action that was taken by PHA, of any substantive nature, was a 
requirement that there must be an approval of sites before preliminary 
planning could proceed. 

The interpretation put on it by the agency is that they will now 
authorize preliminary planning; but their existing regulations still 
will not permit it. Noone would argue about approval of sites by the 
governing body. It is the timing. If you do this at the beginning 
of a project, you offer an opportunity for the dissident groups, who 
are opposed to public housing, to concentrate their opposition to it, 
and in effect you can choke this program to death before it ever gets 
away. 

This is one of the factors. Yet I know the new requirement was 
not devised with that objective in mind, because in thorough discus- 
sions with Larry Davern, it develops that there has been a problem 
with regard to the sites that have not been approved by the city 
council, but the projects were proceeding, and when they got to that 
point they fell in the limbo because the city council refused to go 
along. 

I recognize there is a problem, but only in a limited number of cases. 
This is a social benefit program for the people, and you have to take 
some chances on this program. 

Just like in connection with the FHA program, the whole concept 
of FHA has changed from the time when it was originally instigated. 
It is now a program whereby we are bankers and we can’t take a loss. 
Well, their loss ratio is so infinitesimal that what really ought to be 
done is, in order to rehabilitate some of these areas and get some of 
these things moving, they ought to take a risk. But this is the kind 
of thing that creates problems in connection with it. There are other 
solnde Bek I will not take the time now. 

Mr. Wipnati. Mr. Chairman, I think you have made a very fair 
statement, and I particularly like the section of your statement with 
respect. to research, because it should mean a great deal. In this 
morning’s New York Times there is an article about the Bridgeport 
Housing Authority that interested me very much. It has appealed to 
the State for help in filling vacancies in two State-operated, mod- 
erate-renting housing projects. They are not able to rent 332 apart- 
ments. The authority has asked the department to do these things: 
(1) raise the basic annual income for admissions to $4,900 from 
$4,200; (2) base the eligibility on the income of a family’s principal 
wage earner and not on total family income as at present; (8) raise 
monthly rents by $12, and continue until the present financial prob- 
lems are eased. 

Now the point that I have in bringing this up is this: Do you feel 
that only one person’s income should be considered with respect to 
the rental in a public housing project ? 
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Mr. Farris. I really believe, Mr. Widnall, what really ought to 
enter into it is adult income per se. With regard to a State program, 
we don’t have a State program. I am not in a position to comment 
in terms of the legislative background that might enter insofar as 
this particular situation is concerned. I think the children’s income 
ought to be removed, and fortunately through action taken this no 
longer enters into it, insofar as the Federal program is concerned. 
This is very advantageous. 

Mr. Wwnatu. What bothered me in reading this was that this 
would be decidedly unfair to others outside of those projects, who have 
actually less total income, and yet they will be called upon to sub- 
sidize projects based on one person’s income. I agree with you 100 
percent. Children’s income should not be included. But the adult 
income should be. 

Mr. Farris. The principal wage earner, and any other adult, I think 
this is sufficient. I would make one observation with regard to vacan- 
cies, and I think this ought to be made known, because this can enter 
into a determination on the part of the committee, Mr. Chairman, 
with respect to this question about the increase in annual contribu- 
tions. When I took over public housing in St. Louis we had a 7-per- 
cent vacancy. I got it down to under 3 percent. All of a sudden it 
started going back up, and it kept going up until just about 214 
months ago. The primary reason was that there was a high rate of 
juvenile delinquency and vandalism in the projects. 

We secured a waiver from the Federal agency and the approval 
of the agency to go into another type of guard service. What we did 
was enter into a contract with an outside firm—as a matter of fact 
we employed police dogs with this firm—and at the moment, after 
214 months of this kind of protection, with regard to the crime 
statistics for the city as a whole as projected over a yearly basis, the 
public housing projects will be 45 percent under the city as a whole. 

This is a complete reversal that has taken place. 

Now if we had had the freedom, and the contributions, we could 
have done these things without the necessity of the waiver process 
and so on and so forth. 

The second factor that entered into it is that unwittingly the local 
newspapers, with regard to anything that transpired in a public 
housing project, did not identify that project by street address as 
1427 Carr Street, but referred to it by the project name, so that every 
project, to the extent that something unpleasant happened there, was 
tarred by that something. 

The problem obviously is one that, thinking in terms of my area, 
where I live in the central west end in St. Louis, if everything un- 
ee that occurred in the central west end was referred to as 

appening in the central west end rather than in terms of specific 
street address, obviously the central west end would be tarred by the 
big brush. The problem is that a housing becomes too readily 


identified by projects, and they become news items, so a project is 





referred to specifically by name and anything bad that transpires 
within that project area immediately tarnishes the whole project. 
Mr. Wiwwnatt. Mr. Farris, that is a very fair comment. I ap- 
preciate having it. I would also like to express my appreciation for 
the remarks you made about Mr. Walker, Dr. Davern and Mr. 
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Savage. I think we all feel they are very competent men. Thank 
you. 

Mr. Ratns. Time is running out and we are glad to have had your 
testimony. Thank you very much. 

Our last witness this morning is Mr. Lloyd A. Fry, chairman of 
the board of Lloyd A. Fry Roofing Co. 

Come around, Mr. Fry. 

With Mr. Fry we have our good friend Bruce Kixmiller, who used 
to come before our committee with reference to military housing. 

Bruce, we are glad to have you. 

Mr. Kixmitier. Thank you, gentlemen. 

Mr. Ratns. Since Mr. Fry is going to testify about a technical 
matter affecting FHA standards, we have asked Mr. Guthridge of 
FHA/’s Technical Division to be present. I understand he is here. 

Mr. Fry, you may proceed. 


STATEMENT OF LLOYD A. FRY, CHAIRMAN OF THE BOARD OF 
LLOYD A. FRY ROOFING CO.; ACCOMPANIED BY BRUCE KIX- 
MILLER, DIRECTOR, GOVERNMENT RELATIONS, LLOYD A. FRY 
ROOFING CO. 


Mr. Fry. Mr. Chairman and members of the Subcommittee on 
Housing: My name is Lloyd A. Fry. 

I am the founder, chairman of the board, and chief executive officer 
of the Lloyd A. Fry Roofing Co., with its general offices in Summit, 
Til. 

I appreciate very much your invitation to appear before you, to 
testify on the subject of the Federal Housing Administration’s mini- 
mum property standards, as they relate to roofs—particularly asphalt 
shingles. 

I submit for your consideration my qualifications to testify and 
establish facts on the subject. 

Next July 1, I will have completed 46 years of continuous par- 
ticipation, entirely in the asphalt roofing industry. 

The first 17 years I served other concerns, operating in practically 
all capacities, from sales representative to vice president, in charge 
of all operations. 

As of July 1, 1931, I established my own asphalt roofing manu- 
facturing business, with very limited capital, in a leased plant, at 
Lockport, Ill. That business failed. 

I established the present business, with borrowed capital, as of 
July 1, 1933. 

Today we operate 19 asphalt roofing plants, supplemented by 12 
felt mills, located in 21 cities throughout the United States. 

We have purchased three new sites for construction of additional 
facilities, scheduled for construction in 1960, and to be in operation 
during the spring of 1961. 

It is academic, of course, to reestablish the very simple fact that 
every building, including every element used in its construction, is 
entirely dependent upon, and is only as good as, its roof. 

Certainly, without a roof, there would not be a building. 

The life of any building, therefore, is determined by its roof 
performance. 
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When specifications are established for construction of any build- 
ing, the roof, being by far the most important single element, should 
have preference and first consideration over all other elements 
utilized. 

When specifications, or minimum property standards, were estab- 
lished by the Federal Housing Administration, they knowingly ig- 
nored the basic importance of the roof—specifically, insofar as asphalt 
shingles are concerned, and despite being fully informed of that fact, 
have failed and refused to consider any correction. 

The Federal Housing Administration’s established minimum prop- 
erty standards for asphalt shingles require only the cheapest, low 
quality asphalt shingle that is produced. 

This FHA minimum property standard shingle has a maximum life 
expectancy of 10 years, and the average life in the South and South- 
west is only 7 to 8 years. 

The FHA is fully informed of the fact that the maximum written 
guarantee, given by any manufacturer on the FHA minimum prop- 
erty standard 210-pound asphalt strip shingle, is for 10 years. 

The FHA is likewise fully aware that their minimum property 
standards do not require any guarantee from any manufacturer for 
roof performance, although available. 

Mr. Ratns. Mr. Fry, we have a rolleall on the floor. We may have 
to answer it. We will proceed as far as we can, but we may have have 
to answer it. 

Mr. Fry. Thank you, sir. 

Thus we have the FHA, a Government agency, authorized to use 
Government credit to guarantee payment of mortgages on buildings 
for periods of 20 years and longer, permitting the use of 210-pound 
asphalt strip shingle roofs that carry a maximum guarantee of only 
10 years. 

he Federal Housing Administration is well aware of the fact that 
80 percent of all roofs are asphalt roofs, and predominantly asphalt 
strip shingle roofs. 

The Federal Housing Administration is fully aware of the publicity 
reflecting their services, and that the public accepts with confidence 
the statements used by builders “meets FHA requirements” to mean 
that all construction elements are of proven quality performance, and 
will last for the life of the mortgage, and longer. 

The Federal Housing Administration knows that most, if not all, 
of the houses sold are already completed, and that the buyer believes 
that “meets FHA requirements” means the roof and all construction 
elements will last for the life of the mortgage, and longer, when he 
signs the papers. 

After 10 years or less, when the roof fails, and replacement of the 
roof and repairs to the interior are necessary, the buyer realizes that 
“meets FHA requirements” actually means he has been sold a 10-year 
roof on a house that is mortgaged for 20 years, or longer, and that 
he is the victim of misplaced confidence in the Federal Housing Ad- 
ministration. The buyer, of course, has to pay, not only to reroof, 
but stand the expense of interior repairs. 

Since most, if not all, financing through building and loan associa- 
tions, savings banks, and similar institutions use FHA minimum 
property standards as the basis for mortgages, the responsibility for 
the use of 10-year roofs on houses mortgaged for 20 years or longer 
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rests entirely with the Federal Housing Administration, although not 
financially involved. 

As of March 27, 1957, FHA circulated a copy of their minimum 
property standards that clearly set forth their responsibility, as clearly 
defined in the National Housing Act. 

The established purpose of the National Housing Act requires: 

(a) The act requires that “the project with respect to which the mortgage is 
executed shall be economically sound.” 

(b) To assist in carrying out the purpose and intent of the act, the FHA shall 
establish minimum property standards. 

(c) The minimum property standards are intended to secure those character- 
istics in property which assure present and continuing utility, durability, and de 
sirability throughout the life of the mortgage. 

(ad) To obtain the characteristics, which provide the assurance, the minimum 
property standards set forth the minimum qualities considered necessary in the 
planning, construction, and development of a property, which is to serve as secu- 
rity for an insured mortgage. 

Specifically referring to the sections quoted : 

(a) Obviously, a house with a 10-year roof, mortgaged for 20 years, 
and longer, is not “economically sound.” 

(6) The minimum property standards, established by the FHA, do 
not carry out the purpose and intent of the act, when they permit 10- 
year roofs to be used on houses mortgaged for 20 years, or longer. 

(c) Certainly the FHA minimum property standards, that permit 
the use of a 10-year roof, do not “assure present and continuing util- 
ity, durability, and desirability throughout the life of the mortgage,” 
when the mortgage period is for 20 years or more. 

(d) Certainly, permitting the use of 10-year roofs on houses mort- 
gaged for 20 years or more, does not provide the required security for 
an insured mortgage. 

Conclusively, the Federal Housing Administration, despite full 
knowledge of the facts as here stated, have knowingly failed to carry 
out their responsibility, and have arbitrarily refused to abide by the 
intent of Congress, to properly protect both the Government and the 
public’s interests under the National Housing Act. 

The Federal Housing Administration is fully informed of the fact 
that all manufacturers of asphalt roofs are fully equipped to immedi- 
ately supply asphalt strip shingles of high-quality construction, that 
are not only guaranteed, but bonded for a minimum of 20 years, and 
that last much longer. 

I respectfully request this committee to take the proper and neces- 
sary steps to have the Federal Housing Administration : 

(1) Correct the minimum property standards, to require that all 
roofs, regardless of composition, whether it be asphalt, tar, tin, iron, 
aluminum, copper, wood, or any other material, be bonded, or reliably 
guaranteed to last for a minimum of 20 years, and 

(2) Comply, without reservation, with all requirements of the 
National Housing Act. 

I am prepared to answer any questions you may care to ask, and 
to substantiate the facts here stated. 

Mr. Rarns. Mr. Fry, it is a very good statement and very pointed. 
We have had a rolleall and some of these gentlemen have to go. I 
see we have our colleague Mr. Barr here. Do you have any comment, 
Mr. Barr? 

Mr. Barr. I just wanted to state for the record that I can take 
the credit for this, because I am a fanatic on roofs. I have property 
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in three States, and roofs always give me trouble. I am on the bank- 
ing end of this committee, Mr. Chairman, and I am personally con- 
vinced that the United States doesn’t have a very good deal in insur- 
ing houses if roofs don’t stand up for more than ‘10 years. I think 
we have an obligation to protect our national interest. 

Mr. Rains. Mr. Fry, I am sure we can’t write the minimum prop- 
erty standards, but you have brought a very important question to 
our attention, one which we have been concerned with for some time. 

I would think there are other things wrong with these minimum 
property standards. But we are going to ask the gentleman from 
the technical part of the agency of FHA to give us an explanation 
and to answer these questions for Mr. Fry and for the committee. 

We are going to ask you to present it for the record, Mr. Guthridge, 
and then if we need to question you further, we will have to do that. 

At the present we don’t have any more time. These gentlemen have 
to answer a rolleall, and the bells have sounded for a second time. 

(The information referred to above is as follows :) 


SUPPLEMENTARY STATEMENT BY LiLoyp A. Fry, CHAIRMAN OF THE BoarpD, LLOYD 
A. Fry Roorine Co., BEFORE THE SUBCOMMITTEE ON HOUSING OF THE COMMITTEE 
ON BANKING AND CURRENCY 


The minimum property standards of the Federal Housing Administration are 
designed to provide the best possible housing within the economic reach of as 
large a number of families as possible. To accomplish this, the standards must 
be established at a minimum level. Whenever possible, recognized industry 
standards pertaining to materials and products are adopted and by reference 
are made a part of the standards. 

The FHA standards for asphalt roof shingles call for compliance with Federal 
specifications SS—S-298 or SS-S-300. These provide qualitative and quantita- 
tive requirements considered adequate by the Commissioner, Federal Supply 
Service, General Services Administration, to obtain asphalt shingles of a quality 
suitable for purchase and use by all Government agencies. Although the trade 
designation of weight by square (installed) is not used, the conventional 210- 
pound asphalt shingle, properly made, would meet these requirements. Since 
FHA requirements are basically minimum, it would be difficult to justify the 
added expense of heavier-weight shingles. 

Mr. Fry has maintained for many years that the FHA should require heavier- 
weight shingles and a written guarantee or bond covering asphalt roof shingles 
for a period of 20 years. These have been given careful study, with the result 
that neither could be justified. All available information and recommendations 
from industry and Government sources have been reviewed during the course of 
this study. 

FHA is reluctant to place dependence on bonds or guarantees believing that 
minimum specifications are much more desirable for its purposes. Guarantees 
have only been used by FHA where it is impossible to place complete reliance 
on specifications. Following this, policy guarantees are used for water heaters 
because of their relatively short life and varying durability resulting from 
different chemical characteristics of water. A guarantee is also used in the case 
of soil poisoning for termite control. This is necessary because of the obvious 
impracticability of making compliance inspections. On the other hand FHA 
believes that the quality of asphalt shingles is easily controlled by specifications 
and that this is much more desirable from the standpoint of the homeowner. 

Generally. the expected life of a properly manufactured asphalt shingle 
meeting Federal specifications SS-S-298 or SS-S-300 (the FHA minimum 
property standard shingle) will vary with the climate, being about 10 to 15 
years in the South, 15 to 20 years in the central portion of the country, and 
20 to 25 years in the North. Mr. Fry’s statement that this shingle has a maxi- 
mum life expectancy of 10 years is not supported by any evidence which has 
been presented to FHA. In regard to the relative durability of the different 
weight shingles, it has been generally thought that the heavier the shingle, the 
better its performance. However, the results of laboratory investigations, in- 
cluding one made at the Bureau of Standards, have been inconclusive in this 
respect. Many variables other than weight, such as the type of shingle, quality 
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of asphalt, weight and type of felt, quality of back coating, surfacing, etc., may 
influence the durability of the shingle. 

The sample panel shown to the committee by Mr. Fry evidencing failure of 
asphalt shingles after about 8 years exposure at Camp LeJeune, N.C., was also 
shown to our technical people. When the failures were first noticed, the 
weathering appeared to be so abnormal that the Bureau of Standards was 
consulted by the public works office of Camp LeJeune. The opinion was ex- 
pressed that failure was premature and appeared to be abnormal for a con- 
ventional 210-pound asphalt shingle. Cause of their failure is not definitely 
known, as no laboratory or field examination was made. 

The homeowning public is certainly aware that any house will require a 
certain amount of maintenance and that neither FHA nor the builder can be 
expected to provide assurance that all elements of the house will maintain 
themselves for the duration of the mortgage. FHA is particularly careful to 
see that the structural elements, such as foundations and framework, are as 
permanent as possible, but, in the interest of making more houses available to 
more people, cannot justify requirements for easily replaceable covering ma- 
terials in excess of conventional and generally accepted materials which are 
readily available at a reasonable cost. 

It should be made clear that higher quality and more costly materials re- 
quiring less maintenance are not only acceptable to but encouraged by FHA. 
Unless they are inconsistent with the type and overall quality of the property, 
the property will be assigned a higher valuation, and if it can be shown that 
lowered maintenance costs are obtained this will be reflected in determining 
the income requirements of prospective mortgagors. 

Previous testimony before this committee stressed the need for reduction in 
costs of housing to meet the needs of the people. It is the earnest desire of 
the Federal Housing Administration to assist in this endeavor without reducing 
quality. To raise the cost of housing unnecessarily by institution of an un- 
warranted requirement would be inconsistent with this policy. 

FHA has a well-established technical studies program under which a con- 
tinuing surveillance of the performance of all bulilding materials used in FHA 
construction is maintained. Asphalt shingles have been and will continue to 
be a subject for such consideration. At the present time we have insufficient 
grounds for a change in shingle requirements. However it is possible that 
future experience and technical determinations may indicate the desirability 
of a revision. 


Mr. Apnpontz10. I have just one question. 

Mr. Rartns. Mr. Addonizio. 

Mr. Apponizio. I think Mr. Fry has made a rather strong state- 
ment and I would like to know from him what evidence he has that 
the 210-pound shingle will last only 10 years. 

Mr. Fry. You want the evidence, Mr. Addonizio. I have to come 
up to show it to you. This is the FHA minimum standard shingle. 
This is a new one. I want you to observe the thin top. It is called the 
thick butt shingle. 

Here is its performance on a Federal housing project, a Wherry 
housing project in North Carolina, not in the South or Southwest 
where the weather is most severe. This is an FHA minimum prop- 
erty standard shingle that lasted only 614 years on a project of 2,000 
houses, which now requires reroofing at a cost to the Government of 
$600,000 to $700,000. 

You can see for yourselves, gentlemen. This is made to meet the 
Federal specifications, which is the same standard specification used 
by the FHA in its minimum property standards. 

Mr. Barrerr. Mr. Fry, isn’t it universally understood that all roofs 
are guaranteed for 20 years? 

Mr. Fry. No, sir; that is the problem. Most roofs today are not 
guaranteed at all. Here is the standard, originally. And I invite 
your attention to it. ' 

Mr. Apponizi1o. Will that particular one last 20 years? 
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Mr. Fry. Absolutely, and it is bonded for that period. 

Mr. Asutey. How much more expensive ? 

Mr. Fry. It is $48 for the ordinary house. 

Mr. Apponizio. How about GI standards? 

Mr. Fry. They will follow the Federal specifications, which are the 
minimum property standards. 

Mr. Ratns. How much would it cost to reroof one? 

Mr. Fry. $180 is the original cost for this shingle, which gave 614 
ari performance. But assuming it gave 10, on the 20 year roof 

asis it would be $360. This roof, which is a 290 pound shingle will 
last 20 years and longer, would cost $4 more per square, or a total of 
four times 12 squares, which is $48 for a total of $228, or $132 less for 
20 years of roofing service. 

Mr. Apponizio. I congratulate you for bringing a very important 
problem to the attention of the committee. 

Mr. Rats. We will look into it. 

Mr. Wipnatt. Mr. Fry, I think you are a very wholesome witness. 
It is the first time I have heard a witness come here to talk about 
quality. 

Mr. Ratns. We will look into it. We have no more time today. 
We will recess, to reconvene tomorrow morning at 10 o’clock. 

(Whereupon, at 12:30 p.m. the subcommittee adjourned, to recon- 
vene at 10 a.m., Friday, May 20, 1960.) 


——————_— 
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FRIDAY, MAY 20, 1960 


House or REPRESENTATIVES, 
ComMMItrrE ON BANKING AND CURRENCY, 
SuBCOMMITTEE ON HovusrINe, 


Washington, D.C. 


The subcommittee met at 10 a.m., in room 1301, New House Office 
Building, the Honorable Albert Rains (chairman of the subcommit- 
tee) = 

Present: Representatives Rains, Addonizio, Sullivan, Vanik, and 
Widnall. 

Mr. Rarns. The committee will be in order. 

Our first witness this morning is Mr. Nathaniel S. Keith, president 
of the National Housing Conference. 

He is accompanied by Mr. Vinton and Mr. Servaites. 

Will you gentlemen come around, please ? 

We are pleased to hear from you gentlemen. 

Mr. Kerrn. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, may I file my state- 
ment, and then I will present a summary. 

Mr. Ratns. The statement may be filed in its entirety, and you may 
proceed as you see fit. 

Mr. Kerru. Thank you, Mr. Chairman. 

(The complete statement follows :) 


STATEMENT OF NATHANIEL S. KEITH, PRESIDENT OF THE NATIONAL Hovusine Con- 
FERENCE, ACCOMPANIED BY WARREN J. VINTON, MEMBER OF THE BOARD, AND 
FRANCIS X. SERVAITES, EXECUTIVE VICE PRESIDENT 


Mr. Chairman and members of the committee, it is always a privilege to appear 
before this subcommittee which has initiated so much of the significant legisla- 
tion in housing, urban renewal and related fields over the years. We are par- 
ticularly gratified to have the opportunity to state our views at your first 
legislative hearings in 1960, which opens a decade in which the issues and 
problems over which your committee has legislative jurisdiction will be even 
more crucial to the welfare and sound development of the United States and its 
communities. 

As the members of this committee know, the National Housing Conference is 
a nonprofit organization dedicated to the advancement of housing conditions 
and the neighborhood and community environment for all the American people. 
Our members are professional men and women, businessmen and women, repre- 
sentatives of organized labor, local public officials, representatives of religious 
and public interest organizations and general citizens who share the common 
objective of seeking the goal of a decent home and a suitable living environment 
for every American family, as was so eloquently stated in the declaration of 
national housing policy in the Housing Act of 1949. Our membership is drawn 
from every State in the Union. 

As an organization, we claim no monopoly in our dedication to this goal, 
although perhaps our membership represents a broader cross section of the public 
interest in all aspects of this crucially important field than other more specialized 
organizations with which we work in close concert. In appraising the immense 
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proportions of the national needs in this field and in identifying the courses of 
action which appear to be called for, the National Housing Conference has found 
it especially important to confer closely with organizations such as the American 
Municipal Association, the U.S. Conference of Mayors, the national labor organi- 
zations, and the national professional, social, and educational organizations 
which share a common interest in progress in these fields. Through this kind 
of informal consultation and exchange of views and information, I believe we 
have mutually clarified our concept of the programs which sooner or later will 
be necessary to master the problems of community development in the sixties 
through public action and through the resources and resourcefulness of private 
enterprise. 
THE HOUSING REQUIREMENTS OF THE SIXTIES 


Before commenting on the specific bills which are now before this subcommittee 
or on the specific legislative proposals of our organization, I would like to present 
briefly our views on the magnitude and nature of the problems of housing and 
community development during the coming decade. I am sure the members of 
this committee are familiar with the basic statistics which are involved. Never- 
theless, I, for one, feel that the magnitude and the needs confronting us cannot be 
too frequently reiterated. 

This is the decade during which the population of the United States will 
shortly pass the 200-million mark and reach a 1970 level of between 210 and 220 
million. The 10-year population growth, forecast at between 30 and 40 million, 
will be the greatest in our history, comparing with 1914 million during the forties 
and about 28 million during the fifties. The impact of this expansion will be 
felt exclusively in nonfarm areas and 95 percent of the growth is expected to 
occur in and around existing metropolitan areas and other urbanized areas. 
During the sixties the number of nonfarm households is expected to increase by 
11 to 12 million or about 25 percent to a total of more than 58 million households. 
Furthermore,the sharpest gains will occur within age groups which our housing 
economy is least equipped to accommodate satisfactorily, namely, elderly persons 
and couples and young people and couples between the ages of 20 and 30. For 
the latter, a population expansion of 40 percent is forecast, whereas for persons 
of age 65 and over an increase of 35 percent is anticipated. These compare with 
an overall estimated population gain of between 20 and 22 percent. 

How is the present housing inventory and housing economy geared to accom- 
modate this surge in population? I understand that the 1960 housing census 
is expected to show about 8 million nonfarm dwelling units as substandard on 
the basis of the census criteria. This would represent about 15 percent of the 
existing nonfarm housing supply, excluding seasonal units. It should be clear- 
ly understood that these census criteria represent a minimum statement of sub- 
standard conditions since they are based solely on dilapidation and the absence 
of inside plumbing. If a count were taken of other substandard factors such 
as inadequate room sizes, light and air, excessive lot coverage, and adverse en- 
vironmental factors such as surrounding slums or industrial uses, then the total 
number of substandard units would more likely be in the neighborhood of 12 
million or over 20 percent of the total nonfarm supply. This substandard hous- 
ing, of course, is predominantly occupied by lower income families and certainly 
cannot be considered as an acceptable resource for providing shelter for the 
rapid population growth that lies ahead. Furthermore, in urban areas these 
substandard dwellings are typically concentrated in the slums and blighted areas 
which are throttling the revitalization of the central core of our cities and which 
must be redeveloped at an increasing tempo if the cities are to survive as the 
healthy centers for the surging metropolitan population. 

It is thus clear that the task confronting the national housing economy dur- 
ing the 1960’s is compounded not only by the unprecedented population growth 
which is in prospect, but also by the poor condition of so much of the existing 
stock of housing. Based on past accomplishments, we do not believe that this 
task can be accomplished on the basis of existing housing programs alone. 

During the fifties, the production of new housing averaged 1,150,000 units per 
year and was absorbed predominantly by families with annual incomes in ex- 
cess of $7,000. As this committee well knows, even this rate of production was 
subject to sharp fluctuations induced in large part by periodic shortages of 
mortgage financing and by the relatively weak position of the housing industry 
in competing for sources of financing during periods of tight money. 

By contrast, to satisfy the projected housing requirements of the sixties, an 
average production rate of at least 2 million dwellings per year should be the 
target, exclusive of seasonal units. This is the inescapable conclusion if the 
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economy is to accommodate an average net family formation aproaching 1,200,- 
000 families per year, the elimination of at least 5 million of the present sub- 
standard dwellings during the coming decade, the replacement of presently 
standard units which will be abolished by highway construction and renewal 
programs, the continuing migration to urban areas from the farms, and the con- 
tinuing migration from relatively stagnant urban areas to those of pronounced 
growth. This would call for an expansion of more than 70 percent in housing 
production during the sixties over the actual record of the fifties. Further- 
more, its accomplishment would have to occur within a national income distribu- 
tion under which 61 percent of the nonfarm households had incomes of less 
than $6,000 in 1958 and with the outlook that the sharpest increases in hous- 
ing demand during this decade will come from the age groups which are the 
least likely to present the higher incomes. 

It is against this combination of unprecedented requirements and existing 
limitations that the National Housing Conference takes the position that the 
housing and community development program for the sixties must be predicated, 
first, on taking all steps required to increase the total production of housing 
to the levels indicated, and second, to support those steps and in fact make them 
achievable by devising new programs and new approaches to reach the presently 
neglected and unserved sectors of the total housing market. 


CABINET STATUS FOR HOUSING AND METROPOLITAN AFFAIRS 


In our opinion, the expansion of the national housing economy to meet the 
needs of the sixties will inevitably be one of the major domestic issues during 
the coming decade. Likewise, we are convinced that a national problem of 
this scope and complexity can be satisfactorily met only through the effective 
leadership of the Federal Government, acting through financial aids, stimulation, 
and technical assistance. While the execution of such program must remain 
with the local communities and largely with private enterprise, we are con- 
vinced that the leadership and supporting role of the Federal Government is 
indispensable. Correspondingly, we feel that the crucial importance of hous- 
ing and overall community development to the healthy future growth of our 
urban population and metropolitan centers should be more adequately recog- 
nized within the Federal establishment itself. Consequently, we strongly favor 
the enactment of legislation extending Cabinet status to this important sphere of 
Federal activity. 

In this connection, we therefore endorse the provisions of title V of H.R. 
12153, the Home Financing Act of 1960, to provide for the establishment of a 
Department of Housing and Urban Affairs. We believe that the present status 
of Federal housing, renewal and related programs has suffered from lack of 
representation at the Cabinet table and that the growing importance of these 
matters to the great majority of the American people makes it imperative to 
afford them Federal recognition and status on a parity with other major pro- 
gram activities of the Federal Government. We are likewise in accord with 
the concept that the logical nucleus for such a Department is the present Hous- 
ing and Home Finance Agency, with further study to be made of additional 
Federal functions which would logically fall within the sphere of a Department 
of Housing and Urban Affairs by reason of their primary application to metro- 
politan area problems. 

I would now like to comment on the views of the National Housing Conference 
concerning the basic operating programs involved in the housing and community 
development effort and the important legislative proposals that are now before 
your subcommittee in H.R. 12152, the Relocation Assistance Act of 1960 and 
H.R. 12153. 

LOW RENT PRIVATE HOUSING 


At the outset, I would like to register the strong support of the National 
Housing Conference for the program for low-rent private housing which would 
be established by title II of H.R. 12152. Under this program, 60-year loans 
covering the entire replacement cost of low-rent private housing would be made 
to nonprofit corporations by the Housing and Home Finance Administrator. 
Interest would be at the rate applicable to loans made under the Rural Electri- 
fication Act, which is currently 2 percent. 

I have previously emphasized the serious problem presented by the present 
inability of the private housing industry to produce housing for the lower 
middle income population. This might be defined nationally as those families 
with average incomes ranging between $4,000 and $7,000 a year, which represent 
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between one-third and two-fifths of the total nonfarm households. The Na- 
tional Housing Conference is convinced that the development of solutions to 
broaden the new housing market to accommodate at least a portion of the 
families in this mass unserved market is essential if the expansion of housing 
production to the levels required during the next decade is to become feasible 
of achievement. Furthermore, this problem is particularly acute for the lower 
middle income families displaced by urban renewal projects, the highway pro- 
gram, or similar public action, whose incomes are above the ceiling for ad- 
mission to public housing but well below the level at which the minimum rent 
housing achievable under existing programs could be afforded. 

For the first time, the financing formula proposed in the Rains bill would 
offer a workable basis for providing satisfatcory new housing within the finan- 
cial means of lower middle income displaced families. The chairman is to be 
congratulated on this very forward step. 

The subcommittee may be interested in our analysis of the rent levels which 
might be accomplished under the formula of the Rains bill. We assume a two- 
bedroom apartment in a two- or three-story walkup apartment development 
involving a total development cost of $12,500 per apartment, which on the basis 
of experience is about the minimum cost feasible under prevailing conditions in 
major metropolitan areas. Assuming typical operating expenses and full real 
estate taxes for such a unit, we estimate that the required rental would be 
approximately $80 per month or slightly under $18 per room. On the generally 
accepted yardstick that rent may absorb up to 20 percent of annual gross family 
income, such a unit would be suitable for families with annual incomes of 
$4,800 and up. By comparison, the identical unit financed under the prevail- 
ing terms for rental housing under section 220 of the FHA program would 
require a monthly rent of about $130, suitable for families with annual incomes 
of $7,800 and up. If this hypothetical unit also received a 50-percent abatement 
in real estate taxes, we estimate that a further reduction in rent to about $67.50 
per month would be achieved, which would be suitable for families with annual 
incomes of $4,900 and up. Thus, the Rains proposal would effectively close the 
gap between the monthly cost of satisfactory housing and the rents which lower 
middle displaced families can afford. 

We have two suggestions to present to the subcommittee on this proposal. 
First, in view of the urgency of the problem, we would hope that the initial loan 
authorization would be of sufficient dimensions to make a real dent in the need for 
low-rent housing for displaced families and to permit a sizable demonstration 
of the workability of the program. For this reason, we would suggest an initial 
authorization of at least $1 billion which would finance 80,000 or more dwelling 
units. Second, we would suggest that the bill specifically authorize the financing 
of nonprofit cooperative housing projects in view of the additional savings in 
operating expenses, through increased tenant maintenance, which are achievable 
through the cooperative approach. 


RELOCATION ASSISTANCE 


The National Housing Conference also supports the provision in H.R. 12152 
which would increase the maximum relocation allowance for families displaced 
from urban renewal areas to $300 from $200. In fact, we would recommend that 
the subcommittee consider increasing this maximum to $500 in order to accom- 
modate relocation problems in a few of the largest cities. Likewise, we favor 
the provision that relocation payments to business concerns displaced from urban 
renewal areas may cover certified actual moving expenses in cases where such 
expenses exceed the present maximum of $3,000. We also believe that the pro- 
vision in H.R. 12152 making loans available under the Small Business Adminis- 
tration program to assist small business concerns displaced from urban renewal 
areas in reestablishing themselves, would be most helpful in alleviating economic 
hardships to such concern. In this same connection, we are sympathetic with 
the objective of the provision requiring that to the extent feasible, businesses 
displaced from an urban renewal area be afforded a reasonable opportunity 
to relocate in the area after its clearance. However, we trust that the sub- 
committee recognizes that the marginal nature of many of the small businesses 
now located in the slum areas makes them ill suited to serve or survive economi- 
eally in neighborhoods upgraded by redevelopment. 
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PRIVATE HOUSING MARKET AIDS 


I would like to turn now to the financing provisions of the Home Financing 
Act of 1960, H.R. 12158. As I indicated previously, the National Housing Con- 
ference supports basically a comprehensive housing program which will increase 
total production to the levels required by our soaring population and will dis- 
tribute that production equitably within the range of housing needs. In ac- 
cordance with that principle, we are in favor of the provisions in H.R. 12153 
which would reduce downpayment requirements and extend the maximum mort- 
gage terms under the FHA home mortgage insurance program in order to stimu- 
late increased construction, particularly of lower priced homes. Likewise, we 
support the provisions of the bill which would liberalize the secondary market 
program of the Federal National Mortgage Association and provide through 
FNMA for central mortgage bank facilities as a means of overcoming the com- 
petitive disadvantages of the housing industry in the present tight money market. 

We call particular attention in H.R. 121538 to the various perfecting amend- 
ments to the FHA programs for rental housing in urban renewal areas under 
section 220, relocation housing under section 221 and housing for the elderly 
under section 231 of the National Housing Act. These amendments would recog- 
nize more accurately than the present statute the actual costs involved in under- 
taking projects under these sections and should stimulate participation by pri- 
vate enterprise in these vitally important programs. As pointed out previously, 
these FHA programs serve the segments of the housing market which will 
experience the sharpest increase in demand over the next decade. 

We would also like to register our strong support for an increase of at least 
$150 million for the special assistance program of the Federal National Mort- 
gage Association, to be secured through direct borrowings from the Treasury. 
This is essential to maintain momentum in the essential FHA programs for 
housing in urban renewal areas insured by section 220, for relocation housing 
insured under section 221 and for housing for the elderly insured under section 
231. 

COOPERATIVE HOUSING 


A very important area of housing need on which this subcommittee will hear 
testimony from more expert sources than myself but on which the National 
Housing Conference wishes to record its strong support are the cooperative 
housing provisions in H.R. 12153. Here, we associate ourselves with the testi- 
mony that you will hear later from the Cooperative League of the USA. Let 
me emphasize that we are fully in accord: 

First, with the proposed amendments to section 213, the cooperative housing 
section of the FHA-insured mortgage program. This program has already made 
a substantial contribution to the development of cooperative housing in various 
sections of the country and there is impressive evidence of expanding interest 
on the part of consumer groups. The National Housing Conference is particu- 
larly gratified by the increasing interest in the use of the section 213 coopera- 
tive housing formula in the redevelopment of urban renewal areas and we be- 
lieve that the proposed amendments would enhance the workability of this 
program. 

Second, it is necessary that there be an additional authorization of $50 mil- 
lion for FNMA under the special assistance program to be made available for 
projects involving consumer cooperatives. We approve this limitation on the 
use of additional FNMA authorization since the consumer-cooperative projects 
best assure the interests of the housing consumer and the public interest. 

Third, we agree with the proposals in H.R. 12158 that FNMA purchases of 
mortgages under special assistance programs should be at par instead of at dis- 
count and that the total FNMA charges should not exceed 1 percent. 

Fourth, we endorse the proposed amendment in H.R. 12152 to restore the posi- 
tion of Assistant Commissioner for Cooperative Housing. The Congress had 
earlier established such a position by law but this provision was later repealed. 
During the period that there was an Assistant Commissioner for Cooperative 
Housing, the cooperative program received more effective assistance and wider 
support. 

Fifth, on projects which have failed as rental properties and then been ac- 
quired by FHA, we support the provision of H.R. 12152 that the FHA should 
give a first preference in the sale of these projects to local public agencies or 
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consumer cooperatives. These projects would be sold at a price representing 
their fair value as determined by FHA. Such a preference will provide housing 
for consumers at lower costs through non-profit operations at the same time that 
the Government will obtain a fair return in the disposition of a defaulted 


property. 
FHA INSURANCE AUTHORIZATION 


With regard to the general FHA mortgage insurance authorization, the Na- 
tional Housing Conference concurs with the principle in H.R. 12153 that an 
increase is essential and we suggest a figure of $4 billion. We feel that the 
momentum in housing construction with the support of FHA insurance, par- 
ticularly under the present uncertainties in the mortgage money market, is too 
essential to the national housing economy to justify any risk that the FHA 
authorization may be exhausted after the adjournment of this Congress and 
before new authorization could be enacted by the next Congress. At the same 
time, we feel that the operations of the FHA program, just as the operation of 
other basic programs in this field, should be subject to periodic reexamination 
and analysis by the Congress. We therefore are opposed to the enactment of an 
open-ended insurance authorization for FHA which would largely insulate the 
operations and requirements of this basic financing program from the test of 


congressional scrutiny. 
INDIVIDUALLY OWNED APARTMENTS 


The National Housing Conference also endorses the provisions of H.R. 11914. 
This bill would extend FHA mortgage insurance for individually owned units 
in a multifamily structure and would provide an additional means of increasing 
the supply of privately owned housing units, where this type of legal ownership 
is authorized under the laws of a State in which the property is located. This 
form of ownership has proven successful in apartment buildings of luxury and 
semiluxury accommodations in several States and possessions. The intention 
of this bill is to provide an incentive for lenders to make money available for the 
construction of apartments for families in the moderate income brackets. 

There are a number of crucially important programs which are not presently 
contained in the bills before this subcommittee but which I am sure will receive 
your careful and sympathetic consideration as in the past. 


URBAN RENEWAL AND REDEVELOPMENT 


First, with regard to urban renewal and redevelopment, the National Housing 
Conference considers this program as the basic method of moving forward with 
community development in urban areas. We are convinced that, after 10 years 
of experimental and pioneering operating experience, this is the primary basis 
for the clearance and redevelopment or rehabilitation of slums and blighted 
urban areas. We are convinced that this program provides the basic machinery 
for revitalizing central cities and making possible the continued functioning of 
cities as the essential core for the cultural, recreational, and commercial facilities 
which are needed in order to provide cohesion to our otherwise sprawling metro- 
politan areas. Likewise, redevelopment powers are essential in order to main- 
tain a healthy industrial base in our cities and to provide opportunity for the 
expansion of industrial facilities, close to centers of working population, which 
must accompany an expanding economy and population during the next decade. 
From a housing standpoint, the redevelopment and renewal program is an indis- 
pensable vehicle for providing sites for housing developments which will serve 
those population groups who want and need close-in locations, notably the eld- 
erly, the middle-aged families with grown children, and newly married couples 
and young entrants into the working force. Furthermore, there is increasing 
indication that these same powers will become increasingly important in re- 
claiming the fringe areas of blight on the periphery of cities and in suburbia 
which are the unfortunate outcome of the mushrooming, unplanned growth of 
suburbia over the past 40 years of the automotive age. 

Cities throughout the country are demonstrating their increasing reliance 
upon redevelopment and renewal as the basic tools available to overcome these 
basic problems and to adjust themselves to the requirements of modern urban 
living in America in the latter half of the 20th century. 

On the basis of experience, the National Housing Conference is persuaded 
that there are two essential ingredients for keeping local renewal and rede- 
velopment programs in pace with the challenge of the sixties. These are first, 
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an adequate pool of Federal capital grant assistance for local programs and, 
second, assurance of continuity of operations. Both these are of vital im- 
portance in the delicate operation of recasting blighted urban neighborhoods 
which entails almost invariably an interval of years between the inception 
of preliminary planning and the completion of physical redevelopment or 
rehabilitation. 

For this reason, the National Housing Conference has advocated, along with 
representatives of the municipalities, the enactment of a Federal authorization 
of $600 million a year for a period of 10 years, with authority in the President 
to increase any year’s authorization by an additional $150 million if he found 
that the demands and needs of communities so required. This would not be 
an open-ended authorization since there would be a definite yearly ceiling 
and likewise, of course, a yearly opportunity for Congress to reexamine the 
requirements and progress of the program. However, such a 10-year author- 
ization would provide reasonable assurance of continuity on a long-range basis 
and would give, we believe, important impetus to long-range planning of this 
basic method for the rebuilding of our cities on a program rather than a 
project basis. 

We are satisfied that the compromise authorization contained in the Housing 
Act of 1959, namely $350 million capital grant authority for the current fiscal 
year and an additional $300 million for the fiscal year beginning July 1, will 
not be sufficient to maintain present momentum, to say nothing of providing 
leeway for the stepped-up pace of renewal and redevelopment which will be 
essential in the year immediately ahead. 


HOUSING FOR THE ELDERLY 


Second, as pointed out previously in my testimony, one of the crucial areas 
of increasing need and demand for adequate housing accommodations during 
the sixties will be among the elderly. This problem becomes all the more 
pressing by reason of the prevalence of low incomes among elderly persons 
and by reason of the fact that an unusually high proportion of such persons 
are currently lodged in substandard housing. In 1958, for example, where the 
head of the household was 65 years or older, the median income of the house- 
hold was only $2,066 as compared with a median income of $5,087 for all house- 
holds. Furthermore, a survey in December 1956, showed that of the 5 million 
nonfarm households then headed by a person aged 65 or over, approximately 
one-half were occupying substandard housing. ‘These two statistics highlight 
the serious problems which are involved in providing adequate housing for the 
increasing numbers of elderly families and single persons. 

In the opinion of the National Housing Conference, a major forward step 
in seeking solutions to this problem was the inclusion in the Housing Act of 
1959, under the leadership of the chairman of this subcommittee, of section 202 
authorizing appropriations of $50 million in direct Federal loans by the Housing 
and Home Finance Agency to finance the development of housing for the elderly 
through long-term, low-interest mortgages. This pioneering authorization, in 
our opinion, establishes a financing formula which should prove of substantial 
benefit to elderly families and individuals with incomes between the range which 
would be required under the new FHA mortgage insurance program for housing 
projects for the elderly and the income levels qualifying for admission to low- 
rent public housing. While the absence thus far of any appropriations under 
this new program has prevented the undertaking of any projects, we believe the 
manifest needs of the elderly fully justify an increase in this loan authorization 
from $50 million to at least $150 million, which would permit the development 
of more extensive experience in this field. This would make possible ultimately 
the development of roughly 15,000 special dwellings for elderly families. Since 
the loans under this program may be made only to nonprofit corporations, we 
also recommend to the subcommittee that these loans cover 100 percent of actual 
total development costs rather than 98 percent as prescribed under the existing 
statute and that the maximum term of the loan be increased to 60 years from 
50 years. 

AUTHORIZATION OF CONTINUATION OF LOW RENT PROGRAM 


Third, the National Housing Conference strongly supports provision for the 
continuation of the low-rent public housing program. There can be no dispute 
as to the need for low-rent housing for families who without this aid are con- 
demned to live and bring up their families in the slums. The number of families 
which are being displaced by governmental action such as urban renewal and 
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highway programs and which are eligible for low-rent housing would alone 
require 41,000 new low rent units a year, without making any provision for 
families displaced by private rebuilding and for families seeking to get out of 
the slums on their own initiative. 

Despite these admitted needs, the administration both last year and this year 
has failed to sponsor any increase in the public housing program. While not 
denying the need for low-rent housing the administration has stated that the 
cities have not evidenced any substantial demand for additional contractual 
authorizations. 

We readily admit that progress in contracting for the authorized number of 
units contained in the Housing Act of 1956, as well as the Housing Act of 1959 
has been disappointing. We submit, however, that this lack of progress which 
the administration points to, is largely due to the unsympathetic attitude of the 
Federal officials responsible for the low-rent housing program. By the creation 
of difficulties and delays because of new tests and rigid requirements, local 
housing authorities have been discouraged from trying to develop new projects. 
It is hoped that recent changes in the administration of the Public Housing 
Administration will make it possible to work in closer cooperation with local 
housing authorities in carrying out the programs authorized by Congress. 

A second principal cause for the delays in entering into new annual con- 
tributions contracts is to be found in the stop and start authorizations made by 
the Congress in recent years. The process of finding suitable sites for public 
housing, securing necessary local approvals, preparing outline plans and speci- 
fications and making preliminary estimates of cost is a time-consuming one, 
generally extending over a period of 15 to 25 months. Yet congressional au- 
thorizations have often been for periods of 1 year or at most 2 years which 
makes it impossible for local housing authorities to plan ahead for an orderly 
flow of work. 

The sitnation in this respect was particularly difficult last year. All au- 
thorizations for new contracts expired on June 30 and the present limited au- 
thorization of 37,000 additional units did not become available until September 
23, 1959. This hiatus of 3 months was bad enough, but the period of inactivity 
was extended for another 3 months while the Publie Housing Administration 
undertook a complete revision of its development procedures. 

The Public Housing Administration has now built up an active list of pre- 
liminary loan contracts and applications totaling 27,000 units against this au- 
thorization of 37,000 units. Without a further authorization, the Public Hous- 
ing Administration will have to shut down on preliminary loan contracts as soon 
as 10,000 more units have been applied for and progress will again come to a 
halt. 

To provide for the needed extension of the program and permit the develop- 
ment of an orderly stream of progress, we strongly believe that Congress should 
now make available the balance of the annual contributions authorization pro- 
vided in the Housing Act of 1949. The remaining authorization would permit 
entering into new contracts with local housing authorities for approximately 
100,000 units over and above the 37,000 now authorized. This would probably 
permit the orderly development of the program for several years to come but 
would certainly be far below the actual needs for additional low-rent public 
housing. 

ADDITION AL CONTRIBUTIONS IN RESPECT TO ELDERLY TENANTS 


As emphasized previously in this testimony, the proportion of aged people in 
the population is increasing rapidly, and they constitute a problem of increas- 
ing magnitude for low-rent housing. In 1956 the act was amended to permit the 
admission of single persons of 65 years or over, and to give a preference in ad- 
mission to all elderly families which were defined as including elderly individ- 
uals. As a result the number of elderly families in public housing has risen 
from 9.6 percent in 1952 to 14.9 percent in the first half of 1959. Because of 
their very low incomes these families can afford to pay even less rent than 
other families in public housing. For example, the average rent of elderly 
families admitted in 1959 was only $30 per month in contrast to an average of 
about $39 for all other families. 

The present authorized level of annual contributions makes it practically 
impossible to build projects primarily for elderly families. Even where they 
are accommodated in the same projects as with other families, the increasing 
proportion of these very low-rent-paying families threatens the financial sta- 
bility of the projects. 
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In order to provide for elderly families without jeopardizing the financial 
solvency of local projects, we suggest an amendment which would make an 
additional contribution of not more than $120 per year available, if needed, in 
respect to each elderly family. This amount would be paid only where a project 
would otherwise run into financial difficulty and the amount paid would be 
limited to the amount necessary to obviate a deficit. In order to assure local 
housing authorities that these additional contributions will be forthcoming 
when necessary and thus permit them to make long-range plans for housing 
elderly families, amendments to outstanding contracts to incorporate this pro- 
vision should be authorized. 

The National Housing Conference strongly urges the adoption of this pro- 
vision. It will permit complete flexibility in planning for elderly families, 
allowing them to be housed in the same projects as other families or given 
separate quarters, as seems best to the respective local housing authorities. We 
believe this flexible arrangement to be far better than providing any separate 
low-rent program for the elderly. 


OVERINCOME TENANTS 


Under the present act tenants must be evicted if their incomes increase beyond 
the limits set for continued occupancy. This provision is disturbing to all 
tenants with initiative and ambition. It penalizes the efforts of families to 
better their economic status, sometimes breaks up families by forcing secondary 
wage earners to leave home, and offers a constant temptation to evasion in the 
reporting of income. Families who are forced to leave public housing all too 
often must return to the slums or other substandard dwellings, or if they secure 
decent housing must pay higher rents than they can afford. 

The National Housing Conference therefore strongly recommends the enact- 
ment of provisions permitting overincome tenants to purchase their dwellings 
rather than be evicted. This can be done on an individual basis on projects 
with separate dwellings or row houses, but in other projects it will be necessary 
to bring together a number of families eligible for purchase who could acquire 
an entire building on a cooperative basis. 

In the case of projects which have been permanently financed, it would not be 
possible to permit the purchase of dwellings without refinancing the bonds—a 
most unwise procedure at current interest rates. We suggest, therefore, that 
long-term leases with provisions similar to those for purchase agreements, could 
be entered into with overincome tenants, especially when a cooperative asso- 
ciation is the purchaser. 

The National Housing Conference also strongly supports an alternative pro- 
vision for over-income tenants which would permit them to remain in occupancy 
at nonsubsidized rents, but only so long as suitable private dwellings, either 
for rent or for sale, are not available to them at prices which they can afford. 


COLLEGE HOUSING 


Fourth, the National Housing Conference is strongly in favor of the con- 
tinuation of the college housing program which has made such a significant con- 
tribution to the development of necessary housing and dormitory facilities on 
college campuses throughout the country. In view of the unprecedented expan- 
sion in college enrollment which is in prospect over the next few years, we 
feel that it is imperative that the college housing program be continued and 
expanded and we recommend enactment of legislation which would increase the 
authorization for college housing loans by $500 million. 

In closing my testimony on behalf of the National Housing Conference, I 
would like to express my sincere appreciation for this opportunity to appear 
before the Housing Subcommittee and to express the hope that this committee 
as in the past, will continue to consider the complex aspects of the problems 
of housing and community development as part of a total overall problem which 


demands unified legislative treatment. 

Mr. Kerr. It is always a privilege to appear before this subcom- 
mittee, particularly at a time whne housing and renewal problems 
are constantly becoming more acute. 

As a first step in our statement, I would like to summarize just 
briefly our views as to the magnitude of the problems that we are 
facing, especially during the decade of the sixties, when the Nation 
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as a whole will have a completely unprecedented growth in population. 

I am sure you are familiar with the figures, but I thought, as back- 
ground for our recommendations to this subcommittee, that I might 
just touch briefly on some of the highlights. 

According to the current estimates and forecasts, the population 
growth over the next 10 years will be the largest for any decade in 
the history of the country, and it is expected to involve an increase 
of between 11 and 12 million householders. Furthermore, the sharpest 
gains within that total population are expected to occur within the 
age groups of 20 to 30, young people just starting out, and among the 
elderly, individuals or households, aged over 65. 

In our opinion, these are the two groups that under present housing 
programs, the housing industry is least equipped to accommodate 
satisfactorily. 

Furthermore, as is well known to this committee, we are starting 
off this decade of unprecedented demand still with a backlog of a high 
percentage of unsatisfactory slum and other substandard housing. 
The current estimates, as I understand them, in the 1960 housing 
census will show approximately 8 million, or about 15 percent of 
the total supply of housing off the farms are substandard on the basis 
of the census criteria, which leaves out of account many of the en- 
vironmental and structural factors which actuaily go to make up a 
substandard unit. 

In our opinion, a more accurate index of substandard housing is 
about 12 million units or around 20 percent of the total supply. 

As against. this combination of needs growing out of population 
growth and the large amount of substandard housing which certainly 
ought to be removed at an increasing tempo under our American econ- 
omy, we had, during the fifties, an average output of housing of about 
1,150,000 units per year, and primarily that housing was available for 
the family income groups above $7,000. 

As against that requirement, the census surveys of 1958 indicated 
that over 60 percent of the households of the farms in that year had 
incomes of less than $6,000. 

It is our view, taking all these factors into account, that for the 
sixties the national target should be an annual output rate for hous- 
ing, during the decade, of at least 2 million units a year. This would 
represent an expansion of some 70 percent over the actual record of 
the fifties. 

Consequently, the basis of the position of the National Housing 
Conference is that our overall housing and renewal programs should 
be predicated on, first, an increase in the total production of housing, 
and secondly, the carrying out of those steps which are necessary to 
establish new programs to meet the unserved sectors of the total hous- 
ing market. 

This leads me, Mr. Chairman, to direct comments on the two bills 
which you have introduced and which are now before this committee. 

I would say at the outset that as part and parcel of our position 
that much more needs to be done in housing and renewal; that the 
goals need to be stepped up; that we feel that one of the major steps 
to accomplish that situation would be the granting of housing and 
urban affairs a place at the Cabinet table. We feel that under the 
current situation, where the Federal programs in housing do not have 
Cabinet status, that the prosecution of these programs has suffered 
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from lack of adequate recognition and support within the total execu- 
tive branch. 

Consequently, we are strongly in favor of the provisions of title V 
of H.R. 12153, which provides for the establishment of a Department 
of Housing and Urban Affairs. 

Mr. Rarns. If you will yield there, Mr. Keith, I would like to have 
placed in the record at the end of Mr. Keith’s remarks, an article in 
the National Civic Review, entitled “A New Cabinet Post?” by Dr. 
William L. C. Wheaton. 

(The article follows :) 


[Reprinted from National Civic Review (formerly National Municipal Review), vol. XLVIII, 
No. 11 (December 1959), published by the National Municipal League] 


A New CaBINet Post?—DEPARTMENT OF URBAN DEVELOPMENT, WITH Its HEAD 
A WHITE House SPOKESMAN, CLAIMED AS URGENT NEED 


(By William L. C. Wheaton) * 


Two-thirds of the American people now live in urban areas. During the next 
20 to 25 years our population will increase by 100 million people. Virtually all 
this population growth will occur on the suburban fringes of metropolitan areas. 
At that time, 80 percent of our population will become urbanized, leaving only 
20 percent in farm and rural nonfarm areas. Already more than three-fourths 
of our economic wealth and productive capacity is concentrated in cities com- 
prising less than 3 percent of our land area. These cities are our greatest source 
of economic and military strength. Our national welfare is dependent upon 
their continued efficiency as instruments of production in our economy. 

Despite these unchallenged facts, urban areas continue to be grossly under- 
represented in State legislatures and in Congress. They are taxed heavily to 
pay the costs of governmental services to others and receive no corresponding 
benefits in return for their tax contributions. Urban people are willing to con- 
tinue to carry their fair share of the costs of Government. But we can no 
longer close our eyes to the fact that the tax drain on cities is impairing their 
ability to remain efficient wealth producers. Unless they can obtain the funds 
they need to modernize transportation systems, rebuild blighted areas, ¢elear 
slums, invigorate declining industrial districts, educate and provide for the 
health of their children, American cities may decline in efficiency and be unable 
to carry the huge tax loads for defense and aids to other areas which they 
have done in the past. 

Traditional goals of reapportionment and fairer legislative representation are 
essential to the long-range welfare of urban areas, but this will be a long and 
tortuous process, one unlikely to be completed in the foreseeable future. In their 
search for fairer representation, urban areas also have recognized that the center 
of power in our society has shifted in this century from the State governments 
to the National Government and from legislative bodies to the executive. Cer- 
tainly the last session of Congress demonstrated the overwhelming power of 
the executive branch of the Federal Government. Indeed some form of repre- 
sentation in the executive branch may be almost as important as reapportion- 
ment, for it is in the White House that many of the most important decisions 
regarding our society are made. 

Even the most cursory examination of the organization of the Federal Gov- 
ernment reveals a considerable imbalance in Federal administrative structure. 
The farmers, now comprising less than 20 million people, are represented by 
an enormously powerful Agriculture Department offering a vast array of serv- 
ices. Business is represented at the Cabinet table by a Secretary of Commerce. 
who ostensibly represents several million business firms and who works hard 
for some of them. Our 15 or 20 million organized workers are supposed to have 
representation in the Department of Labor. The Western States, containing but 
a fraction of the population, are represented by the Department of the Interior. 
The Cabinet, in short, consists largely of representatives of minority groups, 
special interests or special programs. Each of these had its historical justifica- 


1Dr. Wheaton, president of the National Housing Conference, is director of the Institute 
for Urban Studies at the University of Pennsylvania and professor of city planning at 
that institute. This article is Dr. Wheaton’s address become the National Conference on 
Government of the National Municipal League, Springfield, Mass., Noy. 18, 1959. 
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tion and any reasonably objective review would demonstrate that each con- 
tributed in a major way to the advancement of American civilization. 

But our urban areas are not represented at the Cabinet table and our Federal 
programs, as a consequence, are ludicrously inadequate in facing urban problems. 
Failure to face or deal with the problem of civil defense is an example. Failure 
to face or deal with the problem of mass transit in cities is another example. 
Recurring conflicts between highway and urban renewal programs and our in- 
ability to launch a mass housing program that will help cities are other illustra- 
tions. We do not even have any Federal program of research which is develop- 
ing a systematic body of knowledge on urban problems. 

The Department of Agriculture can tell us what crops are planted on almost 
every acre of ground in every county in every season of the year for the last 
quarter century. No Federal agency has any data on urban land use of any 
sort. The urban land is worth much more than the farmland and holds five 
times as many people and produces far more wealth. We know precisely how 
many farm buildings there are in the United States, but we have no data on 
the number of factory buildings. We spend more money on research on potatoes 
than we do on urban economics. We spend 20 or 30 times as much money on 
farm-housing research as we spent on urban-housing research. 

Now let us review the proposals which have been made to give greater recog- 
nition to our urban areas in the Federal administrative structure. Twenty-two 
years ago the President’s Committee on Administrative Management called at- 
tention to these needs and urged that the Bureau of the Budget assume re- 
sponsibility for the coordination of policies affecting urban areas. At the same 
time, the committee urged field level coordination of Federal administrative 
agencies so as to reduce conflicts between Federal programs. In the same year, 
the National Resources Committee urged establishment of a program of urban 
research in the Federal Government and the establishment of a coordinator of 
urban policies. It also urged a thorough examination of the impact of tax and 
fiscal policies on urban and other areas. Now it would appear that 22 years 
provides ample time for the test of an idea, or should we wait for another 22 
years? 

As recently as 3 years ago we saw a revival of the coordinator idea. Indeed, 
we have had at least three coordinators charged with some responsibility in 
this area—Gov. Howard Pyle, Robert E. Merriam and Gen. John Stewart Brag- 
don—and we are all familiar with the results. I suggest that the history of 
Federal administration amply demonstrates the utter failure of coordinators as 
a means for solving major long-range problems. 

The second class of suggestion is that there should be an interdepartmental 
committee on urban affairs. This dodge has produced some of the most spec- 
tacular failures in Federal administrative history, as our experience with river 
basin committees, civil defense, the National Housing Council and others amply 
demonstrates. It seems there can be no argument that interdepartmental co- 
ordinating committees provide a forum for discussion between bureaucrats 
guaranteed to produce no significant change in policy or other effective action. 
This is not to say that they are not useful means for administrative coordina- 
tion, merely that they are not very helpful in resolving national policy issues. 

Finally, there are proposals for the reorganization of Federal departmental 
structure. Here I believe history is instructive and shows a persistent need 
for a Federal Department of Urban Development and Housing. The President’s 
Committee on Administrative Management of 1937 recommended establishment 
of two new Federal departments—one dealing with social security and another 
dealing with public works. In subsequent years the Security Agency was estab- 
lished first as an agency and later as the present Department of Health, Edu- 
eation, and Welfare. 

The Department of Public Works was not established. Instead, these func- 
tions were divided between a newly created Federal Works Agency and a newly 
created Federal Loan Agency. In the war years, the necessity for concentrating 
on war housing resulted in another reorganiaztion which combined some works 
and some loan functions in the National Housing Agency and transferred re- 
maining loan functions to the Department of Commerce. During the postwar 
years, the remaining functions of the Federal Works Agency were transferred 
to the Housing and Home Finance Agency or other Federal departments, so that 
the present Housing and Home Finance Agency contains many of the elements 
originally proposed for a Department of Public Works and later placed in the 
Federal Works Agency or the Federal Loan Agency. Under the acid test of 
20 years of trial and error, the Housing Agency has proven to be a viable 
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package of Federal programs, while the works and loan concepts have been 
tried and found wanting. 

If we examine the Housing Agency we find that it is no longer a housing agency. 
It contains programs of housing and urban renewal and I remind you that 20 
percent of urban renewal in the future can be the renewal of commercial and 
industrial areas. It contains the operating remains of the shelf of public works 
ideas. It contains the Bureau of Community Facilities with a program of aids 
to local community facilities and public works, and for many years served the 
building and planning functions of Federal education and health programs. 
The Housing Agency administers a program of grants for local, county, and 
State planning assistance and assorted other functions, all affecting the develop- 
ment of urban areas. Indeed, the only major development aids of the Federal 
Government to urban areas which are not now contained in the Housing Agency 
appear to be urban roads and highways and aids for school buildings and hos- 
pitals, to the extent that we have such programs, 

In short, I would contend that the Housing and Home Finance Agency has 
already become a Department of Urban Development and Housing in all but 
name and prestige. The HIFA has a budget and staff which exceeds that of 
some Federal departments so that, on grounds of size as well as permanence, 
departmental status would appear to be justified. 

Of the arguments against a Federal department dealing with urban problems, 
only one appears to have any substance. This is the contention that a Depart- 
ment of Urban Affairs would be a monster embracing most of the activities of 
the Federal Government. Indeed, that would be the case if we were to try to 
consolidate in one department all Federal programs dealing in any way with 
urban areas. We would then have within such a department a Division of 
Labor, a Division of Business, a Division of Health, Education and Welfare, a 
Division of Conservation, and so on. This argues persuasively against a de- 
partment dealing with all urban affairs. 

The same objections cannot be raised against a Department of Urban De- 
velopment and Housing. During the next 20 years, urban development problems 
will be the most urgent ones facing our cities and towns. During these years, 
they must accommodate a population roughly double their present figure. They 
will be obsessed with the problems of providing housing and community facilities 
and with the problems of financing this enormous development. The crucial 
problems of future cities will be framed by the development activities of the 
next generation. 

It is sometimes argued that a department organized on geographic grounds 
cannot embrace all the problems encompassed in its particular area. This is 
true of all Federal departments. The Agriculture Department, primarily serv- 
ing agricultural areas, is also concerned with the marketing of agricultural 
products in urban areas. It deals with local produce markets and with inter- 
national trade in agricultural products. Similarly, a Federal Department of 
Urban Development and Housing, while concentrating on urban areas, might 
have some programs of aid to other areas, while some other departments conduct 
programs of aid to urban people. 

The primary reason for a Federal Department of Urban Development, how- 
ever, is to secure a seat at the bargaining table for our urban communities. 
Decisions are made in the White House. Urban areas are not represented there 
today. They cannot be adequately represented by persons who do not command 
the national prestige, influence and power characteristic of department heads. 
In Washington, unfortunately, the flaming sword of truth is a poor substitute 
for the broad axe of influence. In Washington, influence is largely measured by 
prestige, payrolls and budgets, and only a Cabinet officer commanding ample 
amounts of these can represent urban people. A department representing cities 
would have this influence and it would have the ability to represent all urban 
interests at the Cabinet level, something no coordinator can ever have. 

Further on this point, if you will examine the Cabinet officers of the last 25 
years, you will be struck by the scarcity of former mayors in the President’s 
Jabinet. There have been a few, but only when a mayor has first gone on to be 
a Governor or a Senator has he achieved Cabinet status. This is a grievous de- 
ficiency in our national political affairs—our richest seed bed for political leader- 
ship, the cities and towns of our country, has been seriously neglected in national 
affairs. Surely no one can bring a more vivid experience of the needs of Ameri- 
can society to Washington than one who has been mayor of one of our great 
cities. 
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Eight years ago, the National Housing Conference recommended to Congress 
the establishment of a Department of Housing and Urban Development. In 
subsequent years, this recommendation has secured the support of the AFL-CIO, 
American Municipal Association, U.S. Conference of Mayors, and the many 
civic, religious, and patriotic organizations which have played an active role in 
the development of housing and urban renewal legislation. 

We believe fervently that our cities are now overwhelmingly the most im- 
portant aspect of American life and that the political leadership of American 
communities has a far more profound understanding of the problems of 20th 
century America than any other group of political leaders. Because of the 
economic importance of cities, their political importance and their social im- 
portance, we believe they deserve representation along with other major groups 
in the Cabinet of the President. Only when they secure that representation will 
the needs of urban areas be reflected in national policy. 

Mr. Ratns. You may proceed. 

Mr. Kerrn. Thank you. 

Secondly, Mr. Chairman, we certainly want to offer our very strong 
support to the lower middle income housing program, which is con- 
tained in your bill H.R. 12152. 

Under that bill, 60-year loans, covering the total replacement cost 
of low rent private housing, would be made available to nonprofit 
corporations at an interest rate pegged to the REA rate, which is cur- 
rently 2 percent. 

In our opinion, this program for the first. time would offer a work- 
able basis for developing satisfactory new housing within the financial 
means of a large proportion of the families being displaced by urban 
renewal programs and highway construetion, and other public action. 

We define this problem area as, generally speaking, on a national 
basis, those families with annual incomes of between $4,000 and 
$7,000, which are not being reached by the current programs of the 
housing industry, even with FHA mortgage assistance. 

Now you might be interested in our estimate of what could typically 
be accomplished under your proposal. 

If we assume an apartment with a total cost of $12,500, which, in 
the large metropolitan areas is generally about the minimum cost 
feasible for adequate standards of construction, we estimate that your 

roposal would permit a rent of about $80 a month or slightly under 
18 a room. 

Using the yardstick of a 20 percent rent-income ratio, such a unit 
would be suitable for families with annual incomes of $4,800 and up. 

By comparison, under the FHA section 220 formula, a unit of the 
same cost would require a monthly rental of about $130, or suitable for 
families with incomes of $7,800 and up, or $3,000 higher than what 
would be made possible under your formula. 

Furthermore, if this hypothetical unit were developed under a State 
law which made possible, say, 50 percent abatement in real estate 
taxes, we estimate that the rent would go typically as low as about $67 
or $68 a month, or suitable for families with annual incomes of 
$4,000 and up. 

Consequently, on the basis of our figuring on this program, we feel 
that it would cover this crucial gap of families with incomes between 
$4,000 and $7,000, which, generally speaking, cannot be reached under 
present programs. 

We had two minor suggestions, Mr. Chairman, in connection with 
this bill: 

First, in view of the urgency of the need and the desirability of mak- 
ing a real test of the feasibility of this program, we would urge on the 
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subcommittee that an ample loan authorization be included in the bill, 
and we would suggest a loan authorization of $1 million, which would 
finance 80,000 or more dwellings at current costs of construction. 

We would also make a further recommendation that the subcom- 
mittee consider authorizing the availability of this financing formula 
to nonprofit cooperative housing projects as well as to nonprofit rental 
housing projects, primarily from the standpoint of the further sav- 
ings which are frequently possible through larger tenant maintenance 
in cooperative projects as against straight rental projects. 

I would like to touch now on the provisions in H.R. 12152 for in- 
creased assistance for families and individuals displaced in urban 
areas, 

The increase for families from $200 to $3800 maximum relocation 
payment, we think, is fully justified in some of the larger cities, where 
relocation problems and expenses are particularly difficult. In fact, in 
our opinion, we feel that you would be justified in going as high as 
$500 on this maximum ceiling, since the actual test would be the actual 
moving expense of the family or individual. 

Likewise, we are fully in accord with your proposal that relocation 
moving expenses incurred by businesses displaced from urban renewal 
areas frequently involve much more than the present $3,000 maximum 
allowance in title I. 

We also feel that the proposal for making small business loans on 
a distressed basis available would also be very helpful in meeting some 
of the economic problems of the small business concerns which have to 
relocate in other areas at considerable expense to themselves. 

As to the private financing provisions of H.R. 12153, the National 
Housing Conference supports a housing program which will increase 
production to the level of our growing population, and meet the var- 
ious ranges of need. 

Consequently, we are in favor of the proposed reduction of down- 
payments and extension of mortgage terms for small homes. 

We also favor the liberalization of the secondary mortgage pro- 
gram of FNMA. 

The technical amendments for FHA 220, 221, and 231 programs, 
we think, would be beneficial from the standpoint of stimulating 
more private enterprise participation by recognizing all of the actual 
costs that go into these projects and some of which are now excluded 
on the basis of the FHA underwriting procedures. 

We would also like to see an increase of $150 million, at least, in 
the special assistance authorization of FNMA for these same FHA 
programs. We feel that at least that amount is needed to maintain 
current momentum and provide for some expansion in these very 
important FHA programs. 

n the proposed amendments to section 218 for cooperative hous- 
ing, I won’t take the committee’s time to comment on them, since I 
understand that you are going to hear from the Cooperative League, 
which can make much more expert comment, except to say that we 
are fully in support. of those amendments. 

We also feel, as far as the total FHA insurance authorization 
is concerned, that from the standpoint of the whole housing economy, 
it would be hazardous to take the risk that that authorization would 
expire prior to the time that the next Congress could take action; 
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consequently, we would recommend to the subcommittee an author- 
ization of about $4 billion for FHA insurance. 

At the same time, we feel that this program should continue to be 
subject to periodic reexamination by lama and we therefore are 
opposed to any open-ended authorization for FHA. 

We would also like to register our support for H.R. 11914, on 
which you will also be hearing further testimony from expert wit- 
nesses. 

Now, Mr. Chairman, we would like to comment on a number of 
crucially important programs which are not presently contained in 
the bills before this subcommittee, which I am sure will have, as in 
the past, your careful and sympathetic consideration. 

First, with regard to urban renewal and redevelopment, the Na- 
tional Housing Conference considers this to be a basic and primary 
program for the clearance of slums and blighted areas. It contains 
the basic methods for revitalizing central cities, for providing rec- 
reational and commercial facilities needed and to maintain a healthy 
industrial base it provides for housing developments for people who 
want and need close-in locations. 

Cities throughout the country are demonstrating their growing 
reliance upon this program, and therefore our conference is per- 
suaded that two things are necessary in this connection to meet. the 
requirements of the coming decade for the clearance of slums and 
blighted areas: 

First, an adequate pool of Federal capital grant assistance to ac- 
commodate all eligible current applications from cities and towns and, 
secondly, adequate assurance that continuity of operations will be 
available. 

We therefore advocate, along with the representatives of the munici- 
palities, the enactment of a Federal authorization of $600 million 
a year for redevelopment and renewal for a period of 10 years, with 
authority in the President to increase any year’s authorization by 
$150 million as required. 

We are satisfied that the compromise authorization contained in 
the Housing Act of 1959 will not be sufficient to maintain present 
momentum in the program and to provide for the increased demands 
which are definitely evidence from the cities. 

We pointed out earlier the increasing need of housing for the 
elderly during the decade of the sixties. 

Surveys show that the median income of heads of households 65 
years and over was slightly over $2,000, as compared with slightly 
over $5,000 for all households. 

They also show that of the 5 million nonfarm households, headed 
by a person age 65 or over, about one-half are occupying substandard 
housing. 

Here again we want to compliment this committee and its chair- 
man for the forward step taken last year in authorizing $50 million 
in direct loans for financing the redevelopment of housing for the 
elderly through long-term interest: mortgages. 

Even though, as yet, no actual appropriations have been forth- 
coming, nevertheless, we feel that the manifest needs of the elderly 
justify an increase in the loan authorization from $50 million to at 
least $150 million. This would make possible about 15,000 dwelling 
units for this growing segment of the population. 
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We also recommend that since loans are made to nonprofit corpora- 
tions, they cover 100 percent of actual total development costs 
rather than the 98 percent in the present statute and provide for a 
maximum loan term of 60 years instead of 50 years, which would be 
consistent with your proposal for low rental private housing for 
displaced families. 

In connection with the low rent public housing program, we strongly 
support a provision for its continuation. We feel that there can be 
no question as to the need for low rent housing for families who, 
without this aid, are condemned to live and bring up their families 
in the slums. 

It. was testified last year that 41,000 new low-rent units would be 
needed for families displaced by governmental action, without making 
any provision for families seeking to get out of the slums on their 
own initiative. 

We grant that progress in contracting for the authorized number 
of units has been slow, but we feel the lack of progress is due pri- 
marily to the unsympathetic attitude of the Federal officials to the 
program and the composition of new tests and requirements which 
have discouraged the local housing authorities from developing new 
projects. 

It is hoped that with the changes made by Congress last year to- 
ward greater local autonomy and the recent changes in the top man- 
agement of PHA, it will make it possible to carry out the program as 
authorized by Congress. 

In our view, one further cause for the delay in entering into new 
contracts can be found in the stop and start authorizations which 
have occurred in recent years. 

Surveys have showed that preliminary work in preparing a new 
low rent housing project may cover a period of 15 to 25 months, and 
authorizations have been forthcoming for periods of 1 year or at most 
2 years. 

The present authorization of 37,000 units did not become available 
until September 23 of last year. Another 3 months were used by the 
Public Housing Administration to devise its development. procedure. 

The agency testified they have now built up an active list of 27,000 
units under this authorization. As soon as 10,000 more units have 
been applied for, the agency will have to shut down on preliminary 
loan contracts and progress will once more come to a halt. 

We urge you, consequently, to restore the remaining authorization 
of the 1949 act for low rent public housing, which would make it 
possible to develop about 100,000 units over and above the 37,000 au- 
thorized last year, and on the basis of current trends would make it 
possible for an orderly development of the low rent program for 
several years to come. 

Again, from the standpoint of the problem of elderly families, par- 
ticularly those with the lowest incomes, we also urge that the Public 
Housing Act be amended to make $120 per year available as an added 
Federal contribution for each elderly family, whenever this is neces- 
sary to maintain the solvency of a public housing project. 

Furthermore, we are also strongly in favor of amendments to the 
Public Housing Act which would make it possible for tenants whose 
incomes have risen, who are moving up in the economic status, 
to purchase or lease their dwellings on an individual or cooperative 
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basis rather than to be forced to move out of the housing project, even 
though their incomes are not sufficient generally to afford adequate 
private housing. 

We also support an alternative provision which would permit over- 
income tenants to remain in occupancy at nonsubsidized rents so long 
as suitable private dwellings are not available at prices they can afford. 

Finally, we wish to urge upon the subcommittee the continuation of 
the college housing program which has made such a significant con- 
tribution to the development of housing facilities on our college 
campuses throughout the country. 

In closing, Mr. Chairman, I would like to express our sincere ap- 
preciation for this opportunity to appear before your subcommittee, 
and to express the hope that the subcommittee, as in the past, will 
continue to consider the complex aspects of the problems of hous- 
ing and community development as part of a total overall problem 
which demands unified legislative action. 

Thank you very much. 

Mr. Ratns. Thank you, Mr. Keith. 

As I said at the time the bills were introduced, that that did not 
mean the exclusion of the items to which you referred. They are all 
part and parcel of this hearing and will have close consideration. 

We are troubled that the thing which has brought about the de- 
crease in the requests for public housing units has been an unsympa- 
thetic attitude on the part of the administration. You can finally 
choke a good thing to death if you just keep on. But we are natural- 
ly concerned about the fact that we are told that there are not enough 
applications to take care of the units which have already been author- 
ized, and I say what we would like to do is to find some way to get to 
the base of the difficulty that exists. 

I am certainly aware of the fact that if we are going to continue 
urban renewal, I don’t see how these mayors and the people of the 
cities are going to continue without some type of public housing to 
help them house these extreme low income groups. 

Mr. Keith, how would you define the income limits of this lower 
middle income group ? 

Mr. Kerrn. Well, I would say generally—of course, there is a varia- 
tion, naturally, between regions of the country and between different 
sizes of communities. 

Mr. Rarns. That variation is taken into consideration in public 
housing. 

Mr. Kerru. Yes, sir; that is correct. 

I would say, from an average national standpoint, that the families 
being taken care of in low rent housing, from an income standpoint. 
are typically the families of incomes of less than $4,000 a year, and 
that, again speaking in national terms, the real serious problem area 
of the families above that level are those with incomes just above 
$4,000, and ranging up to over $6,000 and up to $7,000. 

Mr. Rarns. Well, somewhere between the figure of $4,000 and 
$7,500, would you think that would be a good definition ? 

Mr. Kerrn. Yes, sir; I think that would be an accurate approach 
to it. 

Mr. Rarns. Mr. Keith, you were the first Commissioner of Urban 
Renewal, and you are one of the outstanding consultants in the 


field. 
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I would like to have your views specifically as to the provisions of 
the bill covering the relocation payments. 

You testified on it generally a moment ago. But do you think that 
for displaced businesses we should allow actual certified moving costs ? 
Would that be a good idea ? 

Mr. Kerru. I would say yes, sir, Mr. Chairman. I think there 
would certainly have to be certain safeguards set up, such as making 
it mandatory that the business concern being moved take competitive 
bids from two or more. 

Mr. Rains. Two or more competitive bids, and there wouldn’t be 
anything wrong with going so far as to require the party being moved 
to certify that this is the actual cost 

Mr. Kerrn. That is right. 

Mr, Ratns. We wouldn’t want anybody to make a profit on moving, 
would we? 

Mr. Kerru. That is right. 

Mr. Rains. What do you think about the proposal that we have in 
the bill for small businesses, saying that, where possible, small business 
be permitted to go back into the area? Also, what do you think of 
the proposal to provide small business loans at what we call disaster- 
loan rates, which is 3 percent ¢ 

Mr. Kerry. Mr. Chairman, I think that would be a most helpful 
procedure. 

In my experience around the country, a great many of these small 
business firms are marginal enterprises, and are the types of firms that 
would find it very difficult to be put back into the typical redevelop- 
ment area. They really wouldn’t be in a position to offer the type of 
service so that they could survive in an upgraded neighborhood. 

On the other hand, particularly when they lease their present facili- 
ties, rather than own them—where they own them, they will get fair 
market value for the property, but quite typically, or more typically, 
these small concerns are leased rather than owned. 

Mr. Rarns. And he suffers more than the man who owns the prop- 
erty ; isn’t that true? 

Mr. Kerra. That is correct. 

I think this proposal for small business loans, as I understand it, 
could go up to 20 years, with an interest rate of about 3 percent. I 
think that would be a tremendous resource for adequately relocating 
these small businesses in neighborhoods where they could perform a 
service. 

Mr. Rains. You recognize the problem, I am sure, as the mayors 
tell us, and people who are actually operating the program at the local 
level, that the real danger to urban renewal is this relocation problem 
and the hardships it entails. To keep public sentiment from being 
built up against it on that basis, we have got to solve the problems of 
relocation in some way. Isn’t that true? 

Mr. Krrrn. I would certainly say yes, sir, Mr. Chairman. I think 
that. is one of the really crucial problems at the local level. 

Mr. Rarns. In our studies, we find general acceptance of urban 
renewal all over, but we also find, and we have a great many members 
of Congress who come to us with real trouble in certain areas, that 
this is a very serious problem for which we must find a solution. 

Mr. Kerrn. It is certainly needed, Mr. Chairman. 
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Mr. Ratns. Let me ask you one other question, a little bit off the 
line: 

Is it fair for those in housing to be burdened with the problem of 
relocation caused by the highway programs? I am talking about 
the financial side of it. Have you ever given thought to the proposi- 
tion that the highway program should be required by law to bear 
part of the cost of relocating these people? 

That would take a great load off the people supporting housing. 
Because, actually, they dislocate about as many people as urban re- 
newal, isn’t that true? 

Mr. Kerru. That is correct. 

I certainly feel, Mr. Chairman, and have for a number of years, 
that the cost of relocating families displaced by the highway con- 
struction program should be just as much a part of the cost of devel- 
oping that program as tearing down the buildings and buying up the 
rights-of-way and making the necessary engineering studies. 

Mr. Rains. I think the cost of relocating these people, displaced by 
highways, should be charged where it rightfully belongs. 

I admit that is not in this bill, but it needs, in my judgment, some 
study and consideration. 

Mr. Kerrn. I agree, Mr. Chairman. 

Mr. Ratns. Could you give us any idea—I know this is asking for 
an opinion—of the percentage of the people who will be dislocated 
and that will need to be relocated in the income range that we talked 
about, say, $4,000 to $7,500 a year, as a result of urban renewal—and 
I will have to include highways also? 

Mr. Kerrn. As I recall, the average experience, Mr. Chairman, 
in the typical redevelopment project, the average experience is 
that about 40 to 50 percent of the families affected are in the income 
brackets which can be accommodated in low-rent housing in the 
particular locality. So that leaves, again speaking in averages, about 
50 to 60 percent of the families who are higher than the maximum 
level for admission to low-rent housing. 

But on the other hand, typically, these are lower middle income 
families. It is the rare case when you find families with incomes 
of $7,000, $8,000, $9,000, or $10,000 in these blighted areas. 

Mr. Rains. Certainly they are not a heavy percentage. 

Mr. Kerrnm. No, I would hazard a guess that you wouldn’t find 5 
percent of the families in the typical area that are in the income 
bracket where they can afford to go out and buy a new home, even at 
the minimum price in a particular locality 

Mr. Ratns. Mr. Walker told us the other day that he was absolutely 
positive that the $300 million which was provided in last year’s bill 
to become available on July 1, would be ample and sufficient to take 
care of every application during the next fiscal year. 

What do you think about it? 

Mr. Kerrn. Mr. Chairman, I have a high personal regard for Dave 
Walker. He is an old friend of mine. But certainly there is no 
question in my mind that he is strongly understating the current de- 
mand for assistance under title I. 

Mr. Rarys. You think there will be a backlog at the end of 1960? 

Mr. Kerrn. There is no question about it in my mind, and I think 
the actual survey that was made by the Conference of Mayors and the 
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Mr. Rains. That survey has been included in our record. 

Mr. Kerru. Yes, sir. 

I happen to know how that survey was carried out. It was sent 
out and answered in detail by the principal cities and towns through- 
out the country that are in the program, and to me this is conclusive 
evidence that the current demands, to say nothing of the long-term 
demands, are greatly in excess of what will remain under the exist- 
ing authorization. 

Mr. Rats. It would be completely foolish in my Judgment to risk 
a complete collapse in the program by an abrupt shutoff in the avail- 
ability of funds. Do you not agree? 

Mr. Kerru. I would certainly say so, Mr. Chairman. 

I might point out, in that connection, that I think one of the most 
serious setbacks that the urban renewal program has suffered so far 
was the period between August of 1958 and the final enactment of 
the compromise bill last year. During that period, by and large, the 
Urban Renewal Administration was not in a position to grant appli- 
cations, and furthermore, they set up a very rigid quota rationing 
system which caused many very important local programs in urban 
renewal to go on the shelf for the period of that year, and this is not 
only a matter of delay but quite frequently, if you put a major pro- 
gram on the shelf, by the time you are able to take it down off the 
shelf, the necessary local support for that particular program may 
have gone up in thin air. 

Mr. Rarns. In other words, continuity is one of the most important 
parts of the program. 

Mr. Kerrn. It certainly is. 

Mr. Rarns. The knowledge that the program is going to continue. 

Mr. Kerru. It certainly is. 

Mr. Ratns. Maybe next year there will be a better climate for urban 
renewal and the programs which we deal with in this committee, and 
if we could extend the program—I am thinking of dollar amounts— 
if we could extend the program—I don’t know for sure that this can 
be done from the legal standpoint—but if we could say this program 
is authorized for a period of six, seven or whatever number of years, 
and then get the biggest authorization we could get through the Con- 
gress for 1 or 2 years, would you think it would be well to extend it, 
even though we couldn’t authorize dollar amounts on each year that 
many years in advance? 

Mr. Kerrn. I would certainly say that that would have the great 
value of giving assurance to the localities that the program will be 
carried on, and with the presumption that further authorizations 
would be made by Congress to meet them. 

Mr. Ratns. Mr. Keith, I have given some thought to the idea. I 
don’t know whether it might be a good idea to fasten it down to a long- 
term yearly authorization of the type that we might be able to get 
through this Congress. What do you think about it ? 

Mr. Kerru. Well, I would certainly say, Mr. Chairman, that as a 
practical matter, the really important thing is to keep the program 
going. 

Mr. Rarns. And to get as much authorization as we can ? 

Mr. Keirn. As much as possible. 
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Mr. Rats. I agree with you on that. If you had to choose, which 
would you rather have, adequate money for the short run or long 
continuity with relatively moderate funds ? 

Mr. Kerru. I think what I would prefer under those circumstances, 
Mr. Chairman, would be as much money as possible with a further 
backup such as you suggest which makes it clear that the program 
will be continued beyond the next fiscal year. 

Mr. Rarns. Well, I think we are together in our thinking. 

Thank you very much, Mr. Keith. 

Mr. Addonizio. 

Mr. Apponizi1o. Thank you very much, Mr. Chairman. 

Mr. Keith, first of all 1 want to compliment you on a very fine and 
comprehensive statement. 

Mr. Kerr. Thank you very much. 

Mr. Apponizi0. I also would like to compliment you for advocating 
a new cabinet post and the establishment of a Department of Housing 
and Urban Affairs. I feel very strongly about that also for the simple 
reason that I have been down here now for 12 years and I find too 
often that these problems that confront our urban centers are often 
overlooked because we only have about one-third of the representation 
in Congress. 

I am sure you realize, as well as I do, that nearly 60 percent of our 
population lives in the urban centers, and that this pattern is cer- 
tainly changing day by day. In years to come it is estimated that 80 
percent of our population—or even higher—will actually be in urban 
centers or around the fringes of urban centers, and I think it is im- 
portant that something of this nature be done. 

I notice, too, in your statement that you support the low-rent, pri- 
vate housing program contemplated under this bill. 

Mr. Kerru. Yes, sir. 

Mr. Apponizio. I do too. But I understand that some individuals 
object to the 60-year loan feature and the 2 percent interest rate. Is 
there any other answer to this very serious problem of trying to set up 
housing for individuals displaced by Government action ¢ 

Mr. Kerrn. I would certainly say that there is not any other really 
practical method to meet this problem. I mean there is no miracle in 
sight that is going to cut the cost of building satisfactory housing at 
current costs of materials and equipment and current wage rates, so 
that the only method that is available to bring the monthly cost of 
housing down to the consumer is through the cost of financing, and, 
as I pointed out in my testimony, for a unit of identical cost the rent 
that would have to be charged under it, under the FHA section 220 
program would be $130, whereas under this proposal you get down 
to below $70; there is no other way that that could be accomplished. 

Mr. Apponizio. I have heard some criticism from members in the 
State of New York, particularly New York City, indicating to me 
that in their urban renewal programs the apartments they put up 
charge very excessive rents, as much as $75 to $5 a room. I was won- 
dering if that is true or whether you would know about that ? 

If it is true, do you have any answer to that problem? Because 
certainly that is not the intent of this program. 

Mr. Kerrn. Well, I can’t recall all the details of all the New York 
City projects. I think there probably have been one or two that are 
in the luxury class at the type of rent you referred to. I think more 
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typically the rents in the FHA-insured projects in redevelopment 
areas in New York City have been around $45 to $50 a room, which 
again at current costs of construction, is about what is required. 

Mr. Apponiz10o. Would this 60-year loan feature with 2 percent in- 
terest help alleviate this problem ? 

Mr. Kerr. It certainly would, Congressman. I would say roughly 
that that, as against a rent of $45 to $50 a room in New York City, 
which would be about the minimum you could reach in an elevator 
apartment building under the section 220 program at 514 percent 
interest plus one-half of 1 percent premium and so on, that you could 
cut. that rent down probably to about $30 a room for an elevator 
apartment, 

Mr. Apponizio. Mr. Keith, in recent years we have heard a great 
deal of criticism about the public housing program. Of course, I 
think a lot of it is unjustified myself bec: ause I realize that people that 
move into public housing programs are individuals in lower income 
brackets and as a result they probably do not realize, or have not been 
educated at least to their responsibilities in our social pattern. 

Now, I was wondering whether your group had ever looked into, 
or undertaken a study, trying to advocate a program as a substitute 
for this? 

Mr. Kerru. Well, there have been various studies made. The Na- 
tional Housing Conference, I would say, feels that while there are 
certain modifications that undoubtedly would be desirable in the 
public housing program, that this remains the one demonstrated work- 
ing formula to reach families of very low income, and I would say 
that people within our membership, many of them, for example, have 
come to feel that it would be more advantageous to avoid these large 
institutional, very big, public housing projects and shift over to 
smaller projects that would not become isolated portions of neighbor- 
hoods consisting entirely of low-income families. 

But I would not say that we have come to any conclusion that there 
is an acceptable and workable substitute for the low-rent public hous- 
ing program for this particular problem area. 

Mr. Apponizi1o. Well, of course, there is a problem there, I will 
admit, because of the type of individuals that are usually found in 
public housing. They may be part of broken homes, or there may be 
other problems facing these families. I was wondering whether your 
group had looked into the possibility of some educational type of 
program to teach these individuals what their responsibilities are? 

Mr. Kerrn. That certainly is a very important aspect, Congress- 
man, and if agreeable with you I would like to have my colleague, 
Warren Vinton, comment on some of these questions. 

Mr. Apponizio. Certainly. 

Mr. Vinton. Mr. Addonizio, I think that the public housing pro- 
gram in the last 5 or 6 years has been very negligent in not authoriz- 
ing any directional help to the people that come into these projects. 
Let us remember that in a project of a thousand families or even 500 
families the tenants come from all parts of the city; they come there 
without any community roots, no church connections, no social con- 
nections, no established connections at all. They are merely brought 
together, and the Public Housing Administration has assumed that in 
some way, automatically, out of nothing, this chaotic new group of 
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people, in a very low-income group, could form a community life of 
their own without any leadership or help. 

Levittown and other middle-income housing projects, give much 
more leadership in developing community roots than public housing 
has done. In public housing projects people with no financial re- 
sources, often with family burdens, illness, mental trouble, people of 
the most unprivileged character, come together and have no leader- 
ship. I think that it is imperative that provision be made for some 
community leadership, some help in organizing themselves, in getting 
clubs started, getting contacts with the social agencies, finding church 
contacts, and so on. 

That doesn’t mean at all that there ought to be social casework or 
anything like that in public housing. That is the responsibility of 
the established services. 

Mr. Apponizio. I would like to state that in my city of Newark we 
have such a program in operation. It is done by social caseworkers 
who work very closely with all of these families in public housing, and 
they try to advise and counsel them and direct them so that. at least the 
family doesn’t break up and so that the children are brought up in 
the right kind of atmosphere. 

Mr. Vinton. I know that in your city they have been very coura- 
geous and almost have defied the Public Housing Administration and 
have spent the necessary money. Mr. Danzig is a brave and re- 
markable individual and does a remarkable job. 

Mr. Appontzi1o. That is all. 

Mr. Vinton. I know that in most instances the Public Housing 
Administration just refuses to allow money for this purpose in local 
authority budgets. There must be a change made in respect to that if 
we are to have decent social life in the projects. 

Mr. Apponiz1o. Well, we might perhaps write something into the 
bill to direct Public Housing Administrators to allow funds to be 
used for that purpose. 

Mr. Vinton. I think that would be useful, at least you could put 
it in your legislative history. I think you are going to have now a 
different leadership in the Public Housing Administration, that per- 
haps will be more sympathetic and won’t simply say that their duty 
is to provide shelter Je nothing else. Their duties go beyond that. 

Mr. Rarns. Mrs. Sullivan. 

Mrs. Sutiivan. In a meeting that I attended, an all day meeting, 
last December, just this very problem was brought. up and the chair- 
man of the Housing Authority expressed himself at this meeting, say- 
ing that the Housing Authority had no setup to do social work. They 
were merely to supply housing for this group of people. But at this 
meeting, which was attended by social workers, community leaders, 
and just a scattering of interested citizens, it was recognized that. just 
to move these people into a type of housing they had never been able to 
have before was never going to solve the problem. We have a terrific 
problem in St. Louis, and I think it was—and I have expressed myself 
on this before—I think it was caused by just a mass movement of 
displaced people into a public housing project without ever going 
into any background of the individuals, without trying to place them 
in there according to their understanding of their responsibilities, and 
never having been told of the responsibility that they owe to them- 
selves and to their neighbors and to, in fact, all of the people for the 
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opportunity given to them for a decent place to live. We have par- 
tially tried to solve that problem in the city of St. Louis and there 
has been a great improvement. shown, and we have gotten social work- 
ers very much interested. 

But again it brings up the point, can money be allocated to do a so- 
cial job or are we just in housing? 

Mr. Apponiz10. Will the gentlewoman yield ? 

Mrs. SuLuivAn. Yes, sir. 

Mr. Apponizio. Another thing that disturbs me very much is every 
time something of a serious nature takes place in or near a public hous- 
ing unit, newspapers immediately blow it up and try to give public 
housing a black eye. If the same thing took place two blocks away 
they would just put it in very small print and accept it as part of 
something that happens in a large community. I think that some of 
these newspapers throughout our country should assume more re- 
sponsibility in trying to keep this program alive instead of killing 
it. 

Mr. Vinton. May I venture one comment? I don’t believe that 
you need any additional legislation to permit the sort of leadership 
and help that is needed. Fifteen years ago the then Federal Public 
Housing Administration had some very excellent and trained per- 
sonnel on its staff, both in the central office and in the field offices, 
helping the local authorities in orienting their tenants into decent so- 
cial and community life. 

Now the agency has cut every one of those people off its payroll 
and have only one person interested in that problem in the central 
office and none in the field offices. 

I think if you had something in your legislative history calling 
attention to this problem, that there is ample justification for the 
necessary expenditures in the language of the present act. 

It never was challenged in the old days when that activity was car- 
ried forward, and I am sure that you don’t need new legislation but 
just an expression of congressional intent. 

Mrs. Sutuivan. I am glad to hear that because it has been my point 
in all these years that I have been on this committee. I am for pub- 
lic housing. I think we need it, but I have felt that we need trained 
personnel—and I mean really trained personnel—in the type of per- 
son who is interviewing the prospective tenant. I think that is where 
the most important work has to be done, so that this prospective 
tenant realizes from the very beginning the responsibility that they 
must assume, and I hope that in future years we can really work 
toward that goal. To me it ismost important. 

The other thing I just wanted to comment on was, Mr. Keith, your 
testimony on low-rent private housing. I think there has been a gap 
in all of these years for those individuals. They cannot qualify for 
public housing because of a few dollars income, and yet there are 
very few places that they can go out and rent that they can carry. 
So I think the more time we - sire to that problem, in trying to 
solve that particular problem, the more we can help the people of the 
country. 

Mr. Kerru. That is certainly true, Mrs. Sullivan. 

Mrs. Sutuivan. That is all. 

Mr. Apponizr1o. Thank you, gentlemen. 
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Our next witness will be Dwight D, Townsend, representing the 
Cooperative League of the United States. Would you please come 
forward, Mr. Townsend ? 

The chairman should be back shortly and I assume he wants you to 
begin. So will you proceed, please ? 


STATEMENT OF DWIGHT D. TOWNSEND, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES 


Mr. Townsenp. Thank you. 

For the record, my name is Dwight D. Townsend, director of the 
Washington office of the Cooperative League of the United States. 

I am pleased to present testimony and express our support for both 
of the bills introduced by your chairman, H.R. 12152 and H.R. 12153, 
on housing legislation. 

I want especially to urge favorable action on the proposed coopera- 
tive housing amendments to the National Housing Act, which are con- 
tained in H.R. 12153. Also, I want to present some proposed amend- 
ments to these bills which we believe are necessary so that the success- 
ful techniques of cooperative housing can be more effectively utilized. 

The Cooperative League is a federation of consumer, purchasing 
and service cooperatives owned by 14 million family members across 
the Nation. These people are members of cooperatives that serve their 
own interest as consumers. They operate in fields of farm supplies, 
insurance, credit, petroleum, electric energy, medical care, home sup- 
plies, housing, and others. 

The Cooperative League embraces the largest organized group of 
consumers, as such, in the country. The interest of the Cooperative 
League in housing legislation predates the enactment of section 213. 
In 1950, we oe a proposed middle income housing bill. It was 
the loss of that bill in the Senate by a very few votes that encouraged 
the addition of section 213 to the National Housing Act. The interest 
of the Cooperative League has been consistent as a matter of record 
since that time. 

I am authorized by the resolutions of the league congress and its 
board of directors to present testimony for legislation to give impetus 
to the cooperative housing program. With our proposed amendments, 
the Rains bill gives this kind of encouragement. 

First, let me say how pleased we are that your chairman has intro- 
duced H.R. 12152 to provide housing for lower and middle income 
families displaced by urban renewal, slum clearance and highway 
construction. 

These are the families whose incomes are above the limits of public 
housing but below the amounts required for private housing currently 

roduced under existing legislation. The relocation of these families 
is a Government responsibility because they are being displaced by 
Government action. We believe that the proposed program of long- 
term Federal loans at low interest rates to nonprofit agencies repre- 
sents a sound method of discharging this Government ating 

We particularly commend the fact that H.R. 12152 is patterned 
after the successful program of rural electrification. As was true 
under the Rural Electrification Act of 1936, loans would be made for a 
term of 60 years at an interest rate of 2 percent. Such loans can 
produce housing which can serve families which are now in the un- 
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served gap between public housing and private housing. We agree 
with the provisions of the bill limiting these loans to nonprofit organ1- 
zations to assure the maximum reduction in monthly charges. This 
does not preclude the full utilization of private builders in the con- 
struction of the housing, but after completion the projects themselves 
should be owned and operated by the nonprofit corporations. 

It should be noted that the bill is properly limited to projects which 
will invoke the production of economical housing which will likewise 
be operated in an economical manner. 

We also endorse the provisions of the bill which would make the 
funds available by the Federal agency borrowing the funds from the 
Treasury as a public debt transaction with the moneys continuing to 
be available on a revolving-fund basis. 

As you know, the loans made by the Rural Electrification Admin- 
istration are being fully repaid with interest, so that the Government 
has not suffered any loss on that program. At the same time it has 
contributed to the substantial progress of rural areas and the better- 
ment. of the lives of the people who live in those areas. 

We feel that the example of the rural electrification program should 
be followed in one other major respect ; namely, the use of the coopera- 
tive technique. With assistance of rural electrification, cooperatives 
obtaining long-term loans at low interest rates, electric energy has 
been brought to 95 percent of the rural areas of this country. Yet 
this was an area that was regarded as uneconomic and unatiractive to 
private electric enterprise. However, private enterprise through 
cooperatives did the job. With the help of a similar program, as 
proposed in H.R. 12152, it can do the same successful job for displaced 
families in housing. 

We urge the addition of one amendment to this bill which will per- 
mit cooperative housing to be built for displaced) families as well as 
rental housing. Under this amendment: 

1. Only projects involving consumer cooperatives would be eligible ; 

2. Only management type projects would be eligible where the 
housing will continue to be owned and operated by the cooperative to 
fulfill the purposes of the act in relocating displaced families; 

3. Only cooperatives which are nonprofit corporations under the 
present definition in the bill would be eligible, so there would be no 
earnings from the operation which would accrue to the benefit of any 
member or shareholder. 

Benefits to members would consist of the use of the housing at the 
lower monthly charges which the bill makes possible. Consumer co- 
operatives, as distinguished from other types of cooperatives which 
would not be eligible, would eliminate any speculative profits on sales 
or resales of memberships. This is in recognition of the concept that 
the benefits of a cooperative consist in the “use” of the facilities by 
the consumers. Also, the cooperative affords an opportunity to its 
members to make a limited investment in order to give them a stake in 
the project and in its sound and successful operation; moreover, they 
are encouraged to accumulate savings. 

The use of a cooperative would make it possible to achieve economies 
in the operation of housing through encouraging the maximum 
amount of self-help in maintenance and operation. These are tech- 
niques which are accepted as part of the cooperative approach. Such 
self-help includes compensiblliay for certain work such as interior 
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decorating and gardens. Cooperatives give members a stake in proj: 
ects, and they take better care of them. Cooperatives will help to 
assure the success of the proposed housing program, just as they did 
with rural electrification. 

We recognize the need and desirability of a rental program, but 
urgently recommend that cooperatives be added as an additional type 
of housing that would be eligible under H.R. 12152. We are submit- 
ting with our testimony an amendment which would accomplish this 
objective. As explained above, this amendment contains necessary 
limitations and restrictions to assure that the purposes of the program 
will at all times be fully accomplished. 

With my statement, I would like to file a digest explaining and 
justifying the provisions of H.R. 12153, section by section, which 
relate to cooperative housing. 

In addition I want to make these observations: 

(1) Cooperative housing provides another form of homeownership. 

(2) The section 213 program has been successful in FHA. Losses 
are negligible under the cooperative housing program and much less 
than rental housing. FFHA’s losses on section 213 portion of the hous- 
ing insurance fund is four one-thousandths of 1 percent of the insur- 
ance premiums collected. 

(3) Cooperative housing produces monthly charges which are 20 
percent less than rents for comparable housing. This is due to the 
savings inherent in the cooperative approach under section 213. 

(4) Through group action a cooperative makes housing available 
to people who cannot acquire it when acting alone as individuals. 

(5) Cooperative housing provides its members with an opportu- 
nity to make a downpayment investment and enables them to accumu- 
late an equity. This gives them an incentive to help make it a success. 

(6) Cooperatives discourage speculation and encourage production 
and sale of housing in a manner which protects the consumer. 

While the various provisions are explained briefly in the attached 
digest, we believe special emphasis should be placed on several provi- 
sions that will be most helpful to the program and to the fullest utili- 
zation of section 213. 

The Cooperative League is particularly gratified at the recognition 
of the role of cooperative housing in urban renewal areas. Faced 
with the necessity of providing housing for families of more mod- 
erate incomes, a number of cities have recognized that cooperatives 
can best serve this objective. The lower monthly charges of coopera- 
tive housing make it possible to reach lower into the income scale in 
providing housing in renewal areas. Moreover, cooperative housing 
provides more stable occupancy and homeownership in the renewal 
areas which substantially contributes to their success. Evidence of 
this feeling among renewal authorities is indicated by the fact that 
some of them have offered land only for redevelopment. by sponsors 
who agree to build a cooperative housing project. 

As shown by the attached list of 213 projects pending or in the 
pipeline, there are $39 million of projects in urban renewal areas. 
These would be financed under FNMA program No. 3. H.R. 12153 
provides additional funds for such projects in renewal areas. We 
support an additional authorization of $150 million for the special 
assistance program generally. However, as stated below, an addi- 
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tional FNMA authorization of $50 million is required for projects of 
consumer cooperatives in nonrenewal areas. 

Provision should be made to parallel the special assistance func- 
tions of FNMA with those of FHA. 

The period of the FNMA commitment to buy should run concur- 
rently with the period of FHA’s commitment to insure the mortgage 
of a cooperative. The FHA law now allows a period of 2 years after 
the completion of construction for the investor-sponsor to transfer 
a project to a cooperative. The FNMA commitment should run for 
the same period. 

Mortgages purchased by FNMA with its special assistance funds 
should be at par. Commitment and purchasing fees should not ex- 
ceed 1 percent. Because of the longer period of time necessary to 
consummate arrangements for a consumer cooperative, it should be 
possible to earmark funds in order for the cooperative to know that 
permanent financing will be available at the time the project is ready 
to go forward. Such a provision is included in H.R. 12153. 

The customary tests of feasibility for rental housing have proven 
inappropriate for cooperative housing projects. Experience has 
shown that the sole test of feasibility for cooperative housing should 
be the need for the housing based on monthly charges applicable to 
a cooperative housing project. In cooperatives the “use factors” 
predominate instead of the “yield or profit factors.” 

The position of Assistant Commissioner for Cooperative Housing 
should - restored. Responsibility without authority is inconsistent 
with all accepted management practices. The cooperative housing 
program deserves adequate management to achieve the results in- 
dicated by congressional direction. 

In the period of time between completion of the physical struc- 
ture of a cooperative housing project by an investor-sponsor and the 
time that it takes to complete the cooperative sales and organization 
expenses, such as interest, insurance and taxes, should be included 
in the replacement cost. In short, this would cover the period until 
the project reaches the break-even point. This would be consistent 
with the amendment which in 1956 provided that an investor-sponsor 
would have a 2-year time period to sell to a cooperative after the 
completion of construction. 

The total cost of a cooperative housing project should be reflected 
in computing the mortgage thereon. Each and every dollar spent 
for fees, financing, aad, surveys, material, or labor must of neces- 
sity be paid by the man who will live in the house. In computing 
the mortgage, the replacement cost must include the financing costs 
involved in a sale of the mortgage to FNMA. When financing is 
obtained outside of FNMA, the amount included in replacement costs 
should be limited to the FNMA charge. 

H.R. 12153 provides that a consumer cooperative shall have a first 
preference in purchasing Commissioner-owned properties. We be- 
lieve that this amendment is eminently sound, and that it should be 
adopted. Where a project has failed in rental operation it can suc- 
ceed as a nonprofit operattion by a consumer cooperative. Such 
projects would be sold by FHA at their fair market value. FHA 
tried an experiment with one defaulted rental property in selling it to 
a consumer cooperative. This was a project called Van Brunt Boule- 
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vard Homes in Kansas City, Mo., which FHA acquired through fore- 
closure. Its 192 units were only 60 percent occupied when the pro- 
gram for cooperative sales was initiated. The sale to a cooperative 
called Boulevard Village met with complete success, and full occu- 
pancy was achieved. 

The cooperative has always been current in meeting its debt services, 
and it retired some of its obligations a year in advance of their matu- 
rity. The proposed amendment would encourage FHA to make simi- 
lar properties available for cooperative purchase by people who would 
achieve homeownership and better housing through the cooperative 
techniques. This program is not only in the general public interest, 
but should result in the FHA getting full value for the properties. 

Provision for mutual insurance funds for cooperatives under sec- 
tion 213 is very important to the encouragement of homeownership. 
The mutual features permit a refund to the homeowner whose pay- 
ments have been made and the mortgage lifted. This is borne out by 
the success of the mutual insurance program under section 203. The 
housing insurance fund, under which section 213 operates, has over 
$10 million of reserves. Total mortgages insured amounts to $640 
million. 

The most important proposed amendment is to provide an addi- 
tional authorization of $50 million to FNMA to make commitments 
and purchases on cooperative housing projects under the special 
assistance program. These funds would be limited to mortgages in- 
sured under section 213 of FHA where the project is to be undertaken 
or acquired by a consumer cooperative. The limitation to consumer 
cooperatives is in keeping with present congressional sentiment, as we 
observe it. 

Attached to my statement is a list of section 213 projects in various 
stages of organization. The applications now pending with FHA, or 
in the pipeline, will use up the entire balance of the current FNMA 
authorization for housing projects involving consumer cooperatives. 
In addition, projects are now in process or preparation which would 
absorb all of the proposed additional $50 million authorization for 
FNMA purchase of mortgages on projects involving consumer 
cooperatives. 

As shown by the attached list, over $42 million of projects in non- 
renewal areas are in the immediate future. A total of $105 million 
in nonrenewal areas are involved in all stages that should have special 
assistance under FNMA program No. 6. This shows the urgent need 
for the additional $50 million which we recommend. 

A second amendment would parallel the special assistance functions 
of FNMA with those of FHA on projects in renewal areas. In such 
cases it is only reasonable to ask FNMA to buy mortgages having 
the same maximum amount as those FHA commits to insure in re- 
newal areas. Thus, the same practice would be followed on 213 
projects in urban renewal areas as is now followed on 220 rental proj- 
ects in such areas. 

A third amendment would treat community and nondwelling facili- 
ties on the same basis for purposes of FNMA dollar limitations as they 
are treated under FHA dollar limitations. On projects in nonrenewal 
areas the $17,500 FNMA limitations should apply only to the costs at- 
tributable to dwelling uses as is true with the dollar limitations of 
FHA. 
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In conclusion, we fully support all of the proposal in both of the 
Rains bills, H.R. 12152 and Her. 12158, with the amendments which 
we have described. We are filing with you the text of the amend- 
ments which we are recommending. 

As a technique, cooperative housing has proven itself. Cooperative 
housing can make a very real contribution to the homeownership pro- 
gram of this country and entirely without any subsidy from the Fed- 
eral Government. 

We urge the adoption of both of these bills, with the proposed 
amendments, as a means of continuing the successful accomplish- 
ments of the cooperative housing program. Also, we commend the 
new program to face up to our responsibilities to relocate the neg- 
lected displaced families of lower and middle income. 

Mr. Chairman, I would like permission to have filed in the record 
the attachments above referred to. 

Mr. Apponiz1o. Without objection, that may be done. 

(The attachments referred to are as follows :) 


AMENDMENT PROPOSED TO H.R. 12152 RELATING TO COOPERATIVES 


Add the following at the end of paragraph 1 of section 205 of H.R. 12152: 
“and the term ‘rental housing’ shall include cooperative housing and the terms 
‘rent’ or ‘rentals’ shall include securing oceupancy in cooperative housing and the 
monthly charges therefor; such cooperative housing hereunder shall be only of 
the management type where a consumer cooperative is involved, which is a non- 
profit corporation that will continue to own and operate the housing to fulfill 
the purposes of this title ;”. 


FNMA AMENDMENTS PropOsED TO H.R. 12153 RELATING TO CONSUMER 
COOPERATIVES 


1. Insert the following subsection (a) in section 211 and reletter the present 
subsections as (b), (c), (d), (e), and (f): 
“(a) Section 302(b) of the National Housing Act, as amended, is amended : 
“(1) by inserting after the words ‘insured under section 220 or 803’ the 
following: ‘or under section 213 where the project involved is located in an 
urban renewal area’; and 
“(2) by striking out, ‘$17,500 for each family residence or dwelling unit 
covered by the mortgage’ and inserting in lieu thereof the following: ‘in the 
case of multifamily housing projects, for such part of the project as may 
be attributable to dwelling use, $17,500 per family unit, or, in the case of 
one- to four-family residence, $17,500 per family residence’,”. 
2. Insert the following paragraph (3) at the end of section 211(d) : 
“(3) Such section 305(e) is further amended by striking out in section 305(e) 
*$200,000,000’, and ‘$20,000,000’, and ‘$50,000,000’ and inserting in lieu thereof 
*$250,000,000", and ‘$25,000,000°, and ‘$100,000,000’, respectively,”. 


May 6, 1960. 


Section 213 Prosects of CONSUMER COOPERATIVES OUTSTANDING—Nor YET 
CoMMITTED BY FNMA 


A. FOR FNMA SPECIAL ASSISTANCE UNDER PROGRAM 6 (NONRENEWAL AREAS) 


1. Projects on which applications have been filed and fees paid to FHA (in- 
cluding cases, designated by asterisk, where FHA commitment has been issued) : 
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Location Identification Number Amount 
of units 

Riverside, Claif._._........--- | ES Sess eee eee 90 *$1, 217, 900 
San Francisco, Calif. -.....-.- i  etaminupe eee 152 *2, 022, 700 
os 2 ED aie 2 ee BRIO RONG sok cok ccm dcccocuucccce 151 2,711, 100 
BD: 68a haihirincAbornnt pay ES EE ee 165 3, 152, 500 
Pasadena, Calif__............. Pasadena Gardens, Section 1..........-....-.--- 72 1, 277, 500 
North Hollywood, Calif_----- SND IR dich const ent ecncnccnss 62 970, 000 
Los Angeles, aaa eas Queensland Manor, North...-.........-.-.----- 72 *1, 260, 000 
gS Ao a aa Queensland Manor, South--..--....-----.-.---- 96 *1, 680, 000 
LoS | ee eae SS REE a ae 44 *675, 000 
North Hollywood, Calif.._... NL UE, MU eo we ncddwcbenctocancus 14 *227, 000 
Jacksonville, Fla__.....-..-..- Se saan Shame 206. 1.5... os. 525.5... 13 *209, 000 
I See, San Jose Mutuals Nos. 2, 3, 4, 5.......--..--.--- 74 1, 225, 000 
Key West, Fla_...-...-..----- A 1 PEAS 9 Se he dee eee 94 1, 410, 000 
Cae Habersham Apartments., Inc.......------------ 194 3, 500, 000 
ES: eS a, SRE ES RTS ee 18 140, 000 
Milsabeth, N.J................ Ea ikdak s6abaciwatinnpeimhnedecccougde 104 1, 820, 000 
| ie OR ens Ne ni ns: Kcvemaniewapaanccesapnc 104 1, 820, 000 
New. Term, N.Y 5.2... - eds. 1S Eee ee ee ee ee oe 141 2, 400, 000 
NE eS aS I mt vepili 65 *782, 700 
Roe se aabehaes pbc kceennied Jamaica; Sponsor, Lustbader 141 2, 500, 000 
Philadelphia, Pa.............. oy eo ee eee era 504 8, 820, 000 
NS eee Sos hodcncatchenobbsnoxnenadouse 219 2, 200, 000 
42, 074, 400 














2. Additional projects on which FHA statement of feasibility has been issued 


or requested : 














Location Identification Number Amount 
of units 

Pasadena, Calif..............- Pasadena Gardens, section 2...........-.....-.-- 180 $3, 150, 000 
San Mateo, Calif............-- ee OS ee eee 100 1, 750, 000 
Hollywood, Calif.........._-- Sn. ss wn apibcnnsosmnniene’ 206 3, 600, 000 
2 = eR ee Oglesby Towers__-...--- Pa SEES OS ee 189 3, 553, 400 
“a aaa ee 121 2, 117, 500 
New Orleans, La.-_-..........- Lo aE ET TL AT 503 5, 000, 000 
East Orange, N.J_.......--.-- YB nn cecsuncesncsbaens 171 2, 992, 500 
Hamilton Township, N.J....- amilton Gardens, sections 1 and 2-- B 240 2, 880, 000 
Pittsburgh, Pa............... ES PS Pe ee eer 112 1, 000, 000 

BA TEE SA ORL eat Sie SR ee a | VRS ete! 26, 043, 400 














3. Partial list of additional projects on which application for FHA statement 
of feasibility is in preparation: 














Location Identification Number Amount 
of units 

Hollywood, Calif.........---- I MIO LG ike acindddéddasacstl 60 $1, 000, 000 
W. Hollywood, Calif. _-.....- Sponsor, David Crompton. __...........-------- 15 225, 000 
Bridgeport, Conn_.......--.-. CE A ac i i a a ae 225 4, 000, 000 
Clearwater, Fla...........--.. Island Estates Apartments__.............------- 90 1, 570, 000 
Coral Gables, Fla...........-.. Sponsor, Emil J. Gould. -.............. cain 217 3, 000, 000 
Champaign, Il. ..--.-.-...---- EE tn cwiccnnetncddencuadena 200 3, 000, 000 
SE Ea, dacid snnioneseou I a wend 73 1, 275, 000 
Ee ie SSE EE NE, WED en ccencecensenecoun 554 4, 600, 000 
OS eee NNT IE SE go coc cceccwavnewwtecccecs 95 1, 662, 000 
Annapolis, Md_-_.....-------- Sponsor, Anderson & Biens__...........-------- 300 4, 500, 000 
LS ATT EAD State veterans housing. ......................... 200 1, 100, 000 
tt RE seas ee ae a acinalbe 240 1, 400, 000 
Sa ESS SS SE een 250 4, 370, 000 
Milwaukee, Wis_.........-.-- te ne eae cl ccneldmnesaannseeancaGad 126 3, 600, 000 
NG IEEE otc gcasaresuee RN, Ceudibaciet cos cg avebypenicedag ein 80 1, 068, 000 
ANTS UNE Ss ESS RS Ls ae ee a (emcee 37, 070, 000 


Total pending consum- 
er cooperative proj- 
ects under program 6 
(nonrenewal areas). 

















105, 187, 800 

















GENERAL HOUSING LEGISLATION 243 


B. FOR FNMA SPECIAL ASSISTANCE UNDER PROGRAM 3 (RENEWAL AREAS) 


1. Projects on which applications have been filed and fees paid to FHA (in- 
cluding cases, designated by asterisk, where FHA commitment has been issued) : 














Location Identification Number Amount 
of units 
Minneapolis, Minn- 092-30046, Glenwood _ _-_.----. si webeedades 184 *$2, 330, 000 
New Brunswick, N.J 031-30047, Bishop Towers. -- ape RE ar ee 169 *2, 957, 500 
Cincinnati, Ohio-_._-. POE TOU. wensesves<< PPP ane CE RT 323 3, 445, 000 
NR 3). 0c ois kus osu eanstenrdbactassabeeeuk bows ees ee etiewas 8, 732, 500 














2. Additional projects on which FHA statement of feasibility has been issued 
or requested : 











Location Identification Number Amount 
| of units 
Washington, D.C_..........-- Southwest renewal area—River Park View---_--- 503 $7, 765, 000 
Kansas City, Mo.......-.-....- RSC, TRUER Th von onus iran 5 SdmaG ean tame 214 2, 280, 000 
ND San dtbnttid isc Bidetban sddendicendbeddidssdbbhendelseuiee bbhwodbibodaiebsdek 10, 045, 000 000 











3. Partial list of additional projects on which applications for FHA statement 
of feasibility is in preparation: 











Location | Identification Number Amount 
of units 
San Franciseo, Calif... .....-..) WWemeert) BUGIIOR . 6. issn c nest necandndenscbe 200 $3, 500, 000 
Kansas City, Kans_.........- ARSE EER ERE INR eB SN 8 300 3, 000, 000 
Kansas City, Mo............- ps Te Sl ae Be UE ET TI 380 3, 800, 000 
Yonkers, N. Os ats whiciwaine PRN NE od 3 ine aieiia celiicccudumdcis pyetewed 600 10, 000, 000 
CRRA SRE RE MES LR el LS A eee SL LE SARL! cate. bo 20, 300, 000 
cme «| OGURA Bia cee eee cn lacie cis ecb enligiieeaeeebeee 39, 077, 500 
sumer cooperative 
projects under pro- 
gram 3 _ (renewal 
areas). 














SUMMARY 
A. Pending consumer cooperative projects under program 6 (non- 
ET PLES See, A LA AE Net AE $105, 187, 800 
B. Pending consumer cooperative projects under program 3 (re- 
TE, CA lattnticss os a ciic cabin kntabccwnamwed Gada 39, 077, 500 





Total pending consumer cooperative projects under both 
pl ERE ST SE ELSA PLD RS Oe tek Bits MS = 144, 265, 300 


EXPLANATION AND JUSTIFICATION OF COOPERATIVE PROVISONS OF THE RAINS BILL, 
H.R. 12153 


I, FHA AMENDMENTS RELATING TO COOPERATIVE HOUSING 


Section 104(a): This amendment would exclude exterior land improvements 
from the FHA statutory dollar limitations applicable to those portions of the 
project which are attributable to dwelling use. This amendment merely applies 
to section 213, a provision which is already in the law on projects under sec- 
tion 220. 

Section 104(b) : This amendment would conform the definition of replacement 
cost appearing in section 213 to the definition in section 220, including the fol- 
lowing amendments which are also being currenly proposed for sections 220 
and 207: 
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First, the amendment would include in the estimate of project replacement 
cost interest, taxes, and miscellaneous approved charges (such as premiums for 
mortgage and hazard insurance) during a period following completion of the 
project which FHA determines is necessary before a project reaches a point of 
break-even income. This is the period required to permit such percentage of 
the dwelling units in the project to be sold and occupied as is necessary to 
produce enough income to meet operating costs and debt service. 

Currently it requires from 15 to 24 months (depending upon size and types) 
to complete the construction of a multifamily project. It also requires 1 to 2 
years after completion for the sale and occupancy of a sufficient number of units 
to produce enough project income to pay operating expenses and debt service. 
Section 213 recognizes that an investor sponsor has 2 years after completion to 
consummate a sale of a project to a cooperative after it has achieved a sufficient 
percentage of sales and occupancy to enable the cooperative to meet its operating 
expenses and debt service. 

Thus, it is recognized that it may take this additional period before a project 
will reach the point of break-even income, i.e., sufficient project income to pay 
operating cost and debt service, but without any return or recovery on the 
sponsor’s investment. It is, therefore, proper that the replacement cost should 
include interest, taxes, mortgage, and hazard insurance premiums up to the 
estimated date of break-even operations, This is customary in the financing of 
revenue-producing public improvements (such as waterworks) where the bonds 
are payable solely from the income produced by the project. FHA will require 
a full accounting of all project income until the date principal amortization 
starts, with any net income to be applied to the reduction of the mortgage loan. 

Second, the amendment would clarify the fact that the value of land to be in- 
cluded in the estimated project replacement cost is its fair market value, taking 
into account such offsite improvements as FHA requires in connection with the 
project. The cost of offsite improvements outside the boundaries of the property 
are not included in the estimated project replacement cost and no part of their 
cost is paid from mortgage proceeds. The sponsor must pay all such costs and 
deposit the cash required for their construction in an escrow account. This 
amendment would clarify the fact that these costs for offsite improvements are 
taken into account in determining the fair market value of the land. 

Section 104(c): There are communities where there will be a market for a 
cooperative project because it will serve families of more moderate incomes; 
yet, in the same community, there may not be a market for the same project at 
the higher charges required by rental operation for profit. Since the project is 
being undertaken with a statutory requirement for sale to a cooperative by the 
investor within 2 years after project completion, this is the only purpose and 
market which should be considered in processing the project. A clarifying 
amendment is proposed which provides that the sole test of the feasibility of 
such a project should be the need for it at the monthly charges applicable under 
its continued use as a cooperative. 

Section 104(d): The first amendment recognizes the established practice of 
equal monthly mortgage payments on cooperative projects. The second amend- 
ment further implements the provisions of section 104(b) described above. 

Section 104(e): This amendment would permit projects with five dwelling 
units in conformity with the existing provisions of section 220. 

Section 104(f): This amendment would authorize the FHA Commissioner to 
refuse, for such pericd as he deems appropriate, to insure any additional 213 
investor sponsor mortgages where any of the stockholders were identified with 
a project which failed to become a cooperative. This amendment is more fair 
and workable than the present provisions. 

Section 104(g) : This amendment provides that, when FHA receives a request 
from a consumer cooperative to purchase a project acquired by FHA as a result 
of default, the Commissioner should gives first preference to the sale of the 
project to the consumer cooperative, at a price representing the fair market 
value of the property as determined by FHA. As a practical matter, competi- 
tive bidding procedures have precluded such sales. It would be a good policy 
for the FHA to give such a first preference to the sale of projects to consumer 
cooperatives, since this will accomplish the sound objective of providing housing 
at lower costs through nonprofit operations; also, this will enable residents to 
become cooperative homeowners. The proposed dispositions will better secure 
the future success of projects which have previously failed as rental properties. 

Section 104(h): This amendment would authorize and direct the establish- 
ment of two mutual mortgage funds for housing cooperatives, paralleling the 
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mutual mortgage fund now covering section 203 housing. One fund would cover 
the management type or continuing consumer cooperatives. The other would 
be for sales type cooperatives where the mortgages become the property of in- 
dividual owners. It is anticipated that there would be a different rate of 
savings in the management type, or continuing cooperative, as compared with 
the sales type cooperative. FHA now returns to the mortgage holder the say- 
ings made on the insurance of mortgages for single family homes under section 
203. The failure to establish similar provisions covering cooperative housing 
actually discriminates against cooperative housing because the consumer is not 
eligible for refunds from savings made possible through the successful operation 
of the mortgage program and the absence of losses on cooperative mortgages. 

Section 104(i) : As a matter of sound and effective administration, it is neces- 
sary to restore the position of Assistant Commissioner for Cooperative Housing. 
In recognition of the public interest involved in this program and its need for 
special attention und assistance, Congress established this position by law. It 
later repealed this mandatory provision with the understanding that, without 
it, the administration of the program would continue to be encouraged and 
assisted. From past experience it is clear that the program received better 
assistance and support during the period when it was handled by someone 
with the status and responsibility of an Assistant Commissioner. Section 104(i) 
would restore that position. 

Section 104(j) : This amendment would permit cooperative projects which are 
undertaken separately to be combined in one cooperative with the same mort- 
gagor. This will avoid the expense and problems of separate cooperative corpo- 
rations and separate managements on properties separately undertaken in the 
same area as part of a larger program. 

Section 110: This amendment would include in estimated replacement cost of 
multifamily projects (including the management type under section 213) an 
amount for financing costs equal to the fees and charges (excluding discounts) 
of FNMA on the permanent financing. This would be in addition to the amount 
of 1% percent now allowed by FHA for construction financing and the services 
of the mortgagee. These charges on the permanent financing are established by 
a sister Federal agency and should be recognized by FHA as legitimate costs. 
Where the mortgage is not sold to FNMA, even though higher fees and charges 
are paid on the permanent financing, only the amount which FNMA would have 
charged would be recognized as part of FHA’s estimate of replacement cost. 


II. FNMA AMENDMENTS RELATING TO CONSUMEB COOPERATIVES 


Section 211(a) : This amendment provides that the Federal National Mortgage 
Association is to purchase mortgages under its special assistance program at 
par instead of at discounts. 

Section 211(b): This amendment provides that the FNMA charges would be 
reduced from 1% to 1 percent of the mortgage amount, with the initial payment 
upon commitment being one-quarter of 1 percent instead of 1 percent. 

Section 211(c): This amendment would provide additional funds for the 
special assistance program. This authorization is needed for a number of pro- 
grams on which mortgages are purchased out of special assistance funds, in- 
cluding projects under section 220 in renewal areas. Part of this additional 
authorization is necessary for cooperative projects insured under section 213 
which are located in renewal areas. As explained previously, an additional 
FNMA authorization of $50 million is needed for projects involving consumer 
cooperatives which are in nonrenewal areas. 

Section 211(d) (1): Section 213(a)(3) of the act provides that the investor- 
sponsor shall have a period of 2 years after completion of a project to make 
a sale to a cooperative. The investor-sponsor must secure interim financing to 
cover this period, but such financing cannot be obtained without a takeout com- 
mitment from FNMA covering a like period. The past practice of FNMA has 
been to issue commitments for a period of 2 years. This amendment provides 
that the FNMA commitments for the purchase of mortgages under section 
213(a) (3) shall extend for the same period contemplated by the FHA statute, 
namely, 2 years after completion of the project rather than 2 years after the 
date of the FNMA commitment. That is the only way the special assistance 
function will fulfill its objective of implementing this FHA cooperative housing 
program. 

Section 211(d) (2) : This amendment provides for a FNMA reservation of funds 
for a 213 project where a statement of feasibility has been issued by FHA and 
an application for mortgage insurance is thereafter filed with FHA. This pro- 











246 GENERAL HOUSING LEGISLATION 


vides a necessary assurance that funds will still be available for the mortgage 
financing by the time the FHA mortgage insurance commitment is issued. A 
fee is to be paid for this reservation in an amount equal to one-half of a commit- 
ment fee, with this amount credited toward the latter fee when a FNMA com- 
mitment is issued. 

Mr. Apponiz1o. Mr. Townsend, first let me say that, of course, our 
committee has always been sympathetic to the cooperative housing 
program, and I am sure that these suggested amendments which you 
make will be considered very seriously. 

Now in your statement you say that the cooperative approach can 
reduce monthly housing costs 20 percent under ordinary rental hous- 
ing. It has been suggested to us that the 60-year 2-percent loans pro- 
vided for in the bill before us would reduce rents by 40 percent. Do 
you think there is any conflict between those programs ? 

Mr. Townsenp. No; in fact, instead of conflict I would say they 
would complement one another. 

My point is that under normal cooperative housing approaches as 
we have them today, without the special cases in urban renewal areas 
that we are proposing in this instance, that it is customary for the 
rates of cost to run 15 to 20 percent, regularly, below what we normally 
assume in rental housing projects. This comes about by the very 
nature of the fact that the tenant is also the owner, and that certain 
expenses are not necessary in a cooperative housing project where the 
yield is unnecessary from the point of view of an investor. 

Mr. Apponizio. Then you agree that certainly there is a substantial 
group of families who are being displaced through Government ac- 
tion and who are not served by the existing housing programs and 
that there is a need for this section in the bill? 

Mr. Townsenp. Yes, sir, and we feel that in this bracket, below the 
present group being served, and above those, likewise, this can fill 
a great need. 

Mr. Apponizio. Mrs. Sullivan? 

Mrs. Suutivan. I have no questions, except to say to Mr. Townsend 
that I think he has a very fine statement here, giving us the details of 
his thoughts on the bill. I am particularly interested in this attach- 
ment, Mr. Townsend, where you list the projects which have been 
filed and are under operation. I have no other questions. 

Mr. Apponizi1o. Mr. Vanik? 

Mr. Vantk. I have no questions. 

Mr. Apponizio. Thank you very much, Mr. Townsend. We ap- 
preciate your views. 

Our next witness is the Hon. Dr. A. Fernés-Isern, Resident Com- 
missioner of Puerto Rico, and my very dear friend. I am happy to 
see you here, Doctor. I understand you have some very important 
and distinguished citizens from Puerto Rico with you. You may in- 
troduce them or proceed in any way you wish. 


STATEMENT OF DR. A. FERNOS-ISERN, RESIDENT COMMISSIONER 
OF PUERTO RICO 


Mr. Fernoés-Isern. Mr. Chairman, they are supposed to testify, I 
understand, after I am through, and I will have to be leaving shortly. 

Mr. Apponiz1o. Fine. We will be glad to hear them after you make 
your statement. Seeing you here reminds me of the very pleasant 
visits I have had in Puerto Rico. 
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Mr. Frrnos-Isern. It also reminds me of your very pleasant visit 
to us, 

Mr. Chairman, I thank the subcommittee for the opportunity to be 
heard this morning in support of H.R. 11914, which I have intro- 
duced to extend and amend the National Housing Act, as amended, 
to provide mortgage insurance for individually owned units in a 
multiple-family structure. H.R. 11914 is the companion bill to S$. 3502 
which Senator James E. Murray, of Montana, has introduced in the 
Senate. 

The purpose of these bills is to provide an additional means of in- 
creasing the supply of privately owned housing units consisting of 
individually owned one-family units which comprise a part of a mul- 
tiple-family structure where such structures are authorized under the 
laws of the State or Commonwealth where the property is located. 

As you may know, this is an ancient form of ownership which was, 
according to my understanding, recognized in Roman law. It is 
known as a condominium form of ownership and is recognized today 
by legal authorities in many countries as well as in the United States 
and its offshore areas. 

The philosophy behind H.R. 11914 and S. 3502 is to provide an in- 
centive for investors to put funds into the construction of apartment 
buildings in which families in the moderate and lower income groups 
may purchase moderate to lower priced apartments constituting units 
thereof, 

The cooperative type of apartment is well established in continental 
United States and is well understood. The difference between the 
condominium form of ownership and the cooperative form of owner- 
ship is the difference between owning property in fee simple and 
owning shares in an organization, the cooperative organization. 

Many persons desiring apartment homes do not wish merely to 
own an interest in a cooperative organization but prefer to own out- 
right a family living unit in such a building to be their home, with 
full right to occupancy and possession, and without obligation to 
assume the responsibilities of the owners of other units in the 
building. 

In brief, they wish to buy an apartment as they would buy a house 
in the suburbs, to finance the purchase with a mortgage and be respon- 
sible for its payments, to have the apartment in full fee and title, to 
sell it if they wish, and in all other respects exercise the right of home 
ownership. 

In our 20th century living, with the suburbs growing ever more 
distant from the hubs of metropolitan centers, this type of multiple- 
unit dwelling, together with appropriate financing of individual 
units, becomes increasingly necessary. 

The proposed amendment to the National Housing Act would apply 
only where the laws of the State or Commonwealth in which the prop- 
erty is located provide for individual ownership of apartment and 
protect the right of such owners. 

In addition, the owners of apartments have an ownership interest 
in the common area and facilities and community and commercial 
facilities, if any, which are associated with and which serve the apart- 
ment building in which their unit is located. Such rights of owner- 
ship to common property carry an obligation to support the proper 
maintenance and use of the common areas. This is established in 
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detail in the statute governing condominium ownership in Puerto 
Rico and is established or would be established by the common law or 
statutory law which would apply in any other jurisdiction. 

The proposed amendments protect the interest of the public and 
of the Federal Housing Authority in insuring mortgages. This 
amendment would give the FHA Commissioner authority to prescribe 
rules and regulations appropriate to construction and ownership and 
provide that the insured mortgage shall include provisions protecting 
the rights of ownership, the maintenance of common areas and facili- 
ties, and other matters as the Commissioner may prescribe. 

Other witnesses from Puerto Rico are present to give their views 
on the proposed legislation and I understand that their appearance 
has been scheduled. 

Mr. Chairman, they are bankers, gentlemen in the building busi- 
ness, and they know much more about this than I do. But I can tell 
the committee that I have seen this condominium system develop in 
Puerto Rico, and it is spreading rapidly. It is a very popular idea 
in Puerto Rico. 

Mr. Apponiz1o. We will be happy to listen to the other witnesses 
after you have gone, Doctor. I know you are in a hurry so I will 
forego any questions. 

Mrs. Sullivan ? 

Mrs. Sutxivan. I will do the same. I am glad to hear about this 
type of ownership. It is the first time I heard of it. 

Mr. Fernos-Isern. I appreciate what the chairman has said and 
thank him for it. I would much rather let them answer your ques- 
tions and explain the details, as they know more about it than I do. 

Mr. Vantx. I have no questions, Doctor. I certainly appreciate 
your statement. 

Mr. Apponizio. Thank you for being here, Doctor. 

Our next witness is Dr. Rafael Pico, president of the Government 
Development Bank for Puerto Rico. 


STATEMENT OF DR. RAFAEL PICO, PRESIDENT, GOVERNMENT 
DEVELOPMENT BANK FOR PUERTO RICO 


Mr. Pico. Mr. Chairman and members of the committee, I am 
Rafael Pico, president of the Government Development Bank for 
Puerto Rico, former chairman of the Puerto Rico Planning Board 
and former secretary of the treasury for Puerto Rico. I am also at 
present president of the Inter-American Planning Society, and a 
director of the National Housing Conference. 

I would like to testify with reference to H.R. 11914. 

A study of the National Housing Act clearly reveals the legislative 
intent to provide as ample a coverage as possible to promote home 
ownership. The act, however, did not provide insurance for mort- 
gages on individually owned units in a multifamily structure. This 
form of ownership has been known for centuries and is well recog- 
nized by legal authorities in many European and Latin American 
countries. Since 1951 Puerto Rico adopted legislation making it 
possible for this type of apartment to be constructed on the island. 

The stated purpose of H.R. 11914 introduced by the Honorable 
Antonio Fernés-Isern aims through FHA mortgage insurance: 
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To provide an additional means of increasing the supply of privately owned 
housing units where individual ownership of a one-family unit which is part 
of a multifamily structure is authorized under the laws of the State in which 
the property is located. 

As president of the Government Development Bank for Puerto 
Rico, an institution that is charged with the responsibility of provid- 
ing and promoting financing for projects that will further the de- 
velopment of the economy of the Commonwealth of Puerto Rico, I 
am wholeheartedly in favor of this bill. 

I believe it could do much to relieve Puerto Rico’s acute housing 
problem aggravated by the paucity of adequate residential building 
sites in urban areas; the sprawl of population in metropolitan areas, 
and the lack of financial facilities to provide adequate housing for its 
people at prices and interest rates that meet their ability to pay. 

I am sure that it could do likewise for the cities of the continental 
United States. 

The proposed bill provides for an FHA mortgage insurance pro- 
gram that will permit an additional means of increasing the supply 
of privately owned housing units. This type of housing 1s an efficient 
ak economically practical method of developing centrally located 
high-cost urban land for middle-income families. It offers the op- 
portunity of retaining, or even reincorporating, as urban residents 
middle-income families which are forced to move to the outlying sub- 
urbs and suffer the hardships of daily commuting due to the lack of 
urban housing suited to their means. 

A program for individually owned units in a multifamily structure 
represents a compromise which can meet the physical and psychologi- 
cal housing needs of a lareg number of those who desire the independ- 
ence and satisfaction of individual homeownership and the advantages 
of residence in centrally located urban areas. 

Buildings incorporating individually owned apartments in some 
ways resemble cooperative apartment buildings but in fact embody 
fundamental differences. Legal title to each apartment is vested in 
one owner to the exclusion of any other person or entity. This is 
the same kind of title held for a single house on an individual lot. 
There is no tenant-landlord relationship as continues to exist under 
the cooperative system. 

In addition to the exclusive title to his apartment, each owner has 
title “in condominium,” that is, jointly with all or some of the 
other owners, to the common floors, stairs, roofs, power system, land, 
facilities, and shares the obligation of maintaining all such common 
areas and facilities. 

Rights of ownership to the common elements are fixed according 
to the value of each apartment and are inseparably attached. Any 
change of ownership or alienation of the title of any apartment applies 
to the elements held in common. 

In an individually owned apartment the owner exercises his own- 
ership rights like any property owner. He may freely sell his apart- 
ment at any price he may choose, subject only to the limitation that 
he give a first option to buy on equal terms to the other owners. He 
may exchange, rent, bequeath, mortgage, or otherwise alienate it, 
independent of the other apartment owners. For tax purposes each 
apartment is assessed separately. Liability is limited to the apart- 
ment and the owner’s share of the common elements. 

56021—60——17 
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Contrary to cooperative practice, there is no single contracting 
entity, nor any single title to the structure. There are as many 
separate legal identities and titles as there are apartments. 

Since financing i is on a unit-by-unit basis, with separate individual 
mortgages, the liability of each owner is limited to his obligation. 
He is not responsible for defaults of other mortgage issuers. Fur- 
thermore, each is completely free to adjust financing to suit his 
personal circumstances, 

Relations among the owners are governed by administrative regu- 
lations which are inserted in or appended to each deed. The basic 
features are prescribed by law, including provision for future amend- 
ment. These regulations are intended—like private restrictions in 
any single family residential project—to safeguard the general 
welfare. 

However, nothing in the regulations may deprive the individual 
owner of his title and the rights in common attached to it. 

In 1951, Puerto Rico adopted the first enabling legislation to permit 
individual ownership of a one-family unit located in a multifamily 
structure. No project started, however, until 1955 when the Gov- 
ernment Development Bank agreed to finance the purchase of 2 
apartments in the first building of that type, the San Luis colament 
Condominium located in San Juan. 

The bank recognized the significance of this kind of individual 
homeownership for the development and redevelopment of valuable, 
centrally located areas in the city of San Juan and other cities of 
Puerto Rico. 

It was felt, at that time, that this type of construction could well 
become the most important step in recent years toward providing 
homeownership within the urban zone for city dwellers of all economic 
levels of our society. 

Since then, other private lending institutions have taken interest 
and have participated in the financing of such mortgages. Ejighty- 
seven residential apartments have been completed with a total sales 
value of $2.6 million. Furthermore there are 195 units under con- 
struction with an estimated value of $5.4 million. Unfortunately, 
only local financing has been available through conventional 10 to 20 
years’ mortgage loans at a7 percent or more ‘interest and requiring a 
40 percent ‘downpayment. This initially high equity payment has 
precluded purchases by our middle-income families. Thus only very 
high priced luxury-type apartments have been built for families that 
are well-off financially. It is not likely that the required downpay- 
ment will ever be reduced enough unless the mortgages become eligi- 
ble for FHA insurance. 

If an FHA mortgage insurance program could be provided, under 
the terms now in force for 213 and 203 mortgages, it would be an in- 
centive for lending institutions to put funds into the construction 
of apartments within the moderate and lower priced brackets which 
can be purchased and owned by families in the middle and lower in- 
come levels, A vigorous program of construction of these apartments 
could result if this ‘legislation i is approved. 

Attached to this explanation as an appendix is a copy of the statute 
governing individually owned units on multi- famify structures in 
the Commonwealth of Puerto Rico. 
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Thank you very much, Mr. Chairman and members of the com- 
mittee. I would like permission to introduce in the record the ap- 
pendix which is the Puerto Rican Act approved June 25, 1958, to es- 
tablish the horizontal property regime on this type of apartments. 

Mr. Apponizio. Without objection, that may be done. 

(The appendix referred to is as follows :) 


SUBSTITUTE FOR H.B. 181 
[| No. 104] 
[Approved June 25, 1958] 
AN ACT To establish the Horizontal Property Regime 


Be it enacted by the Legislature of Puerto Rico: 

SecTION 1, This act shall be known as the “Horizontal Property Act.” 

Sec. 2. The provisions hereof are applicable only to the building or apartment 
house whose sole owner, or whose co-owners, if there be more than one, expressly 
declare, through a public deed which shall be recorded in the Registry of Prop- 
erty, their desire to submit the same to the regime established in this act. 

Sec, 3. For the purposes of this act, “apartment” shall be understood to be 
the structure occupying all or part of a floor in a building of one or more floors 
or stories, regardless of whether the part constructed be destined to residence, 
to offices, to the operation of any industry or business, or to any other type of 
independent utilization, provided it has direct exit to a thoroughfare or to a 
given common space leading to a thoroughfare. 

Sec. 4. Once the building is submitted to the horizontal property regime, the 
apartments mentioned in section 3 may be individually conveyed and encum- 
bered and be the object of ownership or possession and of all types of juridic 
acts inter vivos or mortis causa entirely irrespective cf the building of which 
they form part, and the corresponding titles shall be recordable in the Registry 
of Property according to the provisions of the Mortgage Law. 

Sec. 5. In cases of the conveyance or encumbrance of an apartment which has 
been planned but whose construction has not yet begun, there shall be deemed 
acquired by the new owner, or encumbered, the share appertaining to the con- 
veyor, or, in the proper case, to the debtor, in the common elements of the build- 
ing in project and his right to have the apartment constructed for him, and the 
acquirer shall be deemed subrogated in the rights and to the extent of the for- 
mer, for all legal purposes. 

Sec. 6. In case of the conveyance or encumbrance of an apartment already 
under construction, the shares to which the preceding section refers shall be 
deemed acquired or encumbered, and the part already constructed of the apart- 
ment in question shall be deemed individually acquired or encumbered, the 
acquirer being also subrogated in the rights and to the extent of the conveyor 
for all legal purposes. 

Sec. 7. Each apartment may belong in common ownership to more than one 
person. 

Sec. 8. The owner shall have an exclusive right to his apartment and to a 
share with the other co-owners in the common elements of the property, eauiva- 
lent to the percentage representing the value of the apartment, with relation to 
he value of the whole property. This percentage shall be computed by taking 
as a basis the value, in legal tender, of the apartment, in relation with the value 
of the property as a whole. 

Said percentage shall be expressed at the time the horizontal property regime 
is constituted, shall have a permanent character, and shall not be altered with- 
out the acquiescense of the co-owners representing all the apartments of the 
building. 

The said basic value, which shall be fixed for the sole purpose of this act and 
irrespectively of the actual value, shall not prevent each co-owner from fixing 
a different circumstantial value to his apartment in all types of acts and 
contracts. 

Sec. 9. Mortgage credits constituted before the building is submitted to the 
horizontal property regime shall be subject to the provisions of section 123 of 
the Mortgage Law, but at the time of bringing proceedings for collection, the 
mortgagee shall direct the action for the total sum secured simultaneously 
against all the co-owners of the encumbered apartments. If said credits are 











252 GENERAL HOUSING LEGISLATION 


constituted after the building has been submitted to the horizontal property 
regime, the same shall be distributed as prescribed in section 119 of the Mortgage 
Law among the encumbered apartments already constructed; and in the case of 
apartments merely planned or already under construction, the credits shall be 
distributed among the shares or rights recorded in accordance with sections 5 
and 6 of this act. 

The common elements of a property submitted to the horizontal property 
regime may only be mortgaged by the unanimous consent of all the co-owners. 

Sec. 10. Whenever credits have been distributed under the preceding section 
the foreclosure action may be conducted in one sole proceeding and with one sole 
certification from the Registry of Property. 

Sec. 11. The general common elements of the property shall be: 

(a) The land where the building stands. 

(b) The foundations, main walls, roofs, halls, lobbies, stairways, and 
entrance and exist or communication ways. 

(c) The basements, flat roofs, yards and gardens, except as otherwise 
provided or stipulated. 

(d) The premises for the lodging of janitors or persons in charge of the 
building, except as otherwise provided or stipulated. 

(e) The compartments or installations of central services such as power, 
light, gas, cold and hot water, refrigeration, reservoirs, water tanks and 
pumps, and the like. 

(f) The elevators, garbage incinerators and, in general, all devices or 
installations existing for common use. 

(g) All other elements of the building rationally of common use or 
necessary to its existence, upkeep and safety. 

Sec. 12. Also deemed common elements, but limited in character if so ex- 
pressly agreed upon by all the co-owners of the building, shall be those destined 
to the service of a certain number of apartments to the exclusion of the others, 
such as special corridors, stairways and elevators, sanitary services common 
to the apartments of a particular floor, and the like. 

Sec. 13. The common elements, both general and limited, shall remain un- 
divided and shall not be the object of an action for division of the co-ownership. 
Any covenant to the coutrary shall be null. 

Sec. 14. Each co-owner may use the elements held in common in accordance 
with the purpose for which they are intended, without hindering or encroaching 
upon the lawful rights of the other co-owners. 

Sec. 15. The use and enjoyment of each apartment shall be subject to the 
following rules: 

(a) Each apartment shall be devoted solely to the use assigned to it in 
the deed to which section 2 refers. 

(b) No tenant of an apartment may make any noise or cause any an- 
noyance or do any act that may disturb the peace of the other co-owners or 
tenants. 

(c) The apartments shall not be used for purposes contrary to law, morals 
or normal behaviour. 

(d) Each co-owner shall carry out at his sole expense the works of 
modification, repair, cleaning, safety, and improvement of his apartment, 
without disturbing the legal use and enjoyment of the rights of the other co- 
owners, or changing the exterior form of the facades, or painting the 
exterior walls, doors or windows in colors or hues different from those of 
the whole. 

(e) Every co-owner or tenant shall strictly comply with the administra- 
tion provisions set forth in the deed or in the bylaws referred to in section 
36. 

Violations of these rules shall be ground for an action for damages by the 
co-owner or tenant aggrieved. 

Sec. 16. The necessary works for the maintenance of the property and for 
the adequate use of the elements held in common shall be carried out by agree- 
ment of a majority of the co-owners. 

Any other works affecting the common elements of the property shall require 
the unanimous consent of all the co-owners. 

Sec. 17. Whenever the property or its common elements shall require urgent 
or necessary works of repair, safety or maintenance, any co-owner may under- 
take same at his expense and may, upon the pertinent justifications, recover 
from the other co-owners their proportional share of the expenses incurred. 
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Sec. 18. No co-owner may, without the unanimous consent of the others, build 
new floors, dig basements or make excavations, or undertake any works that 
may affect the safety, solidity and maintenance of the building. 

Sec. 19. Where an apartment belongs undividedly to several persons and one 
of them conveys his share, the other co-owners of that apartment shall have the 
right of redemption provided in section 1425 of the Civil Code. 

Sec. 20. The common profits and expenses of the building shall be distributed 
among the co-owners of the apartments according to the percentage represented 
by each in the basic value of the whole building. 

Sec. 21. Whenever this act refers to a majority of co-owners, said majority 
shall be deemed to be fifty-one per centum or more of the basic value of the joint 
property as a whole, in accordance with the percentages assigned to the apart- 
ments under section 8. 

Likewise, whenever this act refers to the Council of Co-owners, this shall be 
held to be all the co-owners; but a majority, as defined in the foregoing para- 
graph, shall, except as otherwise provided in this act, constitute a quorum for 
the adoption of decisions. 


CHAPTER II. PUBLIC DEED OF HORIZONTAL PROPERTY AND ITS RECORDING IN THE 
REGISTRY OF PROPERTY 


Src. 22. The public deed to which section 1 refers shall express the following 
particulars: 

(a) Description of the land and the building, expressing their respective 
areas and the building materials. 

(b) Description and number of each apartment, expressing its measure- 
ments, location, rooms, main entrance door and immediate place with which 
it communicates, and any other data necessary for its identification. 

(c) Description of the general common elements of the building and, in 
the proper case, of the common elements restricted to a given number of 
apartments, expressing which are those apartments. 

(d) Clear expression of the purpose to which the building and each one 
of its apartments are destined. 

(e) Value, in legal tender, of the property and of each apartment, and, 
according to these basic values, the percentage appertaining to the co-own- 
ers in the expenses and profits of, and rights in, the elements held in com- 
mon. 

(f) Everything relative to the administration of the property, in the 
proper case. 

(g) And any further data in connection with the property which it may 
be advisable to set forth in the deed. 

Sec. 23. The deed of each individualized apartment shall express the particu- 
lars prescribed under letters (a) and (b) of the preceding section, relative to 
the apartment concerned, and, also, the percentage appertaining to said apart- 
ment in the common elements of the property. 

Sec. 24. To the matrix or original deed which causes the first registration of 
the whole building and to the matrix or original deed originating the first regis- 
tration of the individualized apartment, there shall be appended copies of the 
plans of the building or of each apartment, as the case may be, authenticated 
by the government office approving it; and certified copies of said deeds, when 
presented to record in the Registry of Property, shall be accompanied by copies 
of the respective plans, showing graphically the particulars of the building or 
of the apartment. 

To the copy of the deed originating the first registration of the whole building, 
there shall be appended a full, duly authenticated copy of the plans of the build- 
ing, for filing in the Registry of Property. 

Sec. 25. The horizontal property is organized in the Registry by a system 
of property records interconnected by marginal notes in cross reference. 

The inscription of the building shall be made under the property record of 
the land and shall be known as principal or matrix record. 

Each apartment shall be registered as a separate property by an individual 
record, filial of the principal or matrix record. 

All these inscriptions shall be preceded by the words “Horizontal Property.” 

Src. 26. At the time of registering the building under the principal or matrix 
record there shall be set forth, as particulars of the entry, those enumerated in 
section 9 of the Mortgage Law, in accord with those of the Regulations for its 
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execution, and with section 22 of this act. There shall also be set forth the 
structures planned, those begun, and those completed, as the case may be. 

Also, the elements held in common shall be recorded permanently by said 
entry, in behalf of the owner or co-owners of the whole property, and there- 
after, of the apartments, without expressing their names and surnames and in 
the corresponding proportion. 

Sec. 27. At the time of registering the apartments by means of filial entries 
there shall be expressed, as particulars of the entry, those enumerated in 
section 9 of the Mortgage Law, in accord with those of the Regulations for its 
execution, and with section 23 of this act, except those mentioned under letter 
(a) of section 22. 

As to the share in the general or limited common elements which, in the 
proper case, appertains to the owners of apartments, there shall be made a 
pertinent and brief reference to the principal or matrix record where they 
appear entered. 

Not until construction of the structures upon the floor of the respective 
apartment shall have begun may such apartment be recorded as a filial or 
independent estate. Where structures in the apartment have been started but 
not completed, there shall be indicated those completed and those pending 
construction. 

Sec. 28. The structures planned or begun which have been recorded under 
section 26 of this act, or the structures already commenced pursuant to the 
provisions of the preceding section, shall be declared by public deed upon their 
completion. Such declaration shall be made by the persons concerned and 
shall be recorded under the particular entry of the respective property. The 
final description of each completed apartment may be recorded, even though 
only the structures planned or under construction of the building appear re- 
corded, and a marginal reference note shall be made under the principal or 
matrix record. 

Sec. 29. The conveyance or encumbrance referred to in section 5 shall be 
entered under the particular principal or matrix record; but in cases coming 
under section 6, the entry shall be made under the particular filial record of 
the apartment, as a new estate, in accordance with the provisions of the last 
sentence of section 27. 

Sec. 30. Succeeding transactions shall be entered under the filial records of 
the respective apartments. 

The proportional share or percentage in the common elements appertaining to 
the owner of each apartment shall be deemed conveyed or encumbered jointly 
with the apartment, without need of entering under the principal or matrix 
record such conveyance or encumbrance of the proportional share in those 
elements. 

Sec. 31. Notwithstanding the provisions of the preceding section, new floors 
added or new portions of adjacent land acquired jointly by all the co-owners to 
form part of the common elements of the property shall be registered under 
the principal or matrix record. Likewise, the total or partial cancellation of 
liens existing prior to the constitution of the building into horizontal property 
shall be recorded, and the cautionary notices or entries making express refer- 
ence to the building or to the common elements thereof as a whole shall be 
made, under the principal or matrix record, and a marginal note of these opera- 
tions shall in all cases be made under the filial entries. 

Sec. 32. In case of segregation of portions of common land conveyed jointly 
by all the co-owners, the public deed shall contain the description of the building 
and of the land as the same will stand after the segregation of said portions. 
This new description shall be entered under the principal or matrix record. 

Sec. 33. Whoever may have any real-property right in an apartment not 
recorded as to ownership or possession may request its recording upon compli- 
ance with the provisions of sections 442, second paragraph, to 448, both in- 
clusive, of the Regulations for the Execution of the Mortgage Law. 

Where the property is recorded in the name of another person, the person 
who holds the real-property right in an apartment may request the recording 
of his right upon compliance with the pertinent provisions of the aforesaid 
section. The demand or demands on the owner or co-owners of the apartment 
who do not appear as such from the Registry, to record his or their rights, 
shall be made by notarial act for a term of ten working days. 

Sec. 34. All the co-owners or the sole owner of a building constituted into 
horizontal property may waive this regime and request of the Registrar the re- 
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grouping or merger in the record of the filial estates with the principal property 
if the former are unencumbered, or in lieu thereof, the persons in whose behalf 
said encumbrances are recorded agree to accept as security the undivided portions 
appertaining to the said co-owners in the whole property, within the regime of 
property held in common ownership as provided in section 326 and succeeding 
sections of the Civil Code. 

Sec. 35. The merger provided for in the preceding section shall in no way bar 
the subsequent constitution of the property into horizontal property whenever so 
desired and upon observance of the provisions of this act. 


CHAPTER IIL ADMINISTRATION AND INSURANCE 


Sec. 36. The administration of every building constituted into horizontal 
property shall be governed by bylaws which shall be inserted in or appended to 
the enabling deed. A certified copy of said deed and bylaws and of every amend- 
ment thereto shall be filed in the Registry of Property. 

Sec. 37. The bylaws must necessarily provide for, at least, the following: 

(a) Form of administration, indicating whether the same shall be in 
charge of an administrator or of a Board of Administration, or otherwise, 
and specifying the powers, manner of removal, and, where proper, the 
compensation thereof. 

(b) Method of calling or summoning the co-owners to assemble; that a 
majority of at least fifty-one per centum is required to adopt decisions ; who 
is to preside over the meeting and who will keep the minute book wherein 
the resolutions shall be recorded. 

(c) Care, upkeep and surveillance of the building and its general or lim- 
ited common elements and services. 

(d) Manner of collecting from the co-owners for the payment of the 
common expenses. 

(e) Designation and dismissal of the personnel necessary for the works 
and the general or limited common services of the building. 

The sole owner of the building, or, if there be more than one, the co-owners 
representing three-fourths of the total value of the building, may at any time 
modify the system of administration, but each one of the particulars set forth 
in this section shall always be embodied in the bylaws. No such modification 
may be operative until it is embodied in a public deed which shall be recorded 
under the particular principal entry, with a certified copy filed in the Registry 
of Property, as provided in section 36. 

Sec. 38. The administrator, or the Board of Administration, if there be one, 
shall keep a book with a detailed account, in chronological order, of the receipts 
and expenditures affecting the building and its administration and specifying 
the maintenance and repair expenses of the common elements and any other 
expenses incurred. Both said book and the vouchers accrediting the entries 
made thereupon shall be available for examination by all the co-owners at con- 
venient hours on working days that shall be set and announced for general 
knowledge. 

Sec. 39. The co-owners of the apartments are bound to contribute pro rata 
toward the expenses of administration and of maintenance and repair of the 
general common elements, and, in the proper case, of the limited common ele- 
ments, of the building, and towards any other expense lawfully agreed upon. 

No co-owner may exempt himself from contributing toward such expenses by 
waiver of the use or enjoyment of the common elements or by abandonment of 
the apartment belonging to him. 

Sec. 40. The credit against a co-owner for his share in the expenses to which 
the preceding section refers shall have preference over any other credits of 
whatever nature but the following: 

(a) Credits in favor of the Commonwealth for the taxes of the last three 
annual assessments past-due and unpaid on the apartment. 

(b) For two years of premium on the insurance of the apartment, or of 
the whole building, as the case may be, and, in the case of mutual insurance, 
for the last two dividends distributed. 

(c) Mortgage credits recorded in the Registry of Property. 

Sec. 41. The acquirer of an apartment shall be jointly and severally liable 
with the conveyer for the amounts owing by the latter under section 39 up to 
the time of the conveyance, without prejudice to the acquirer’s right to recover 
from the other party the amounts paid by him as such joint debtor. 
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Sec. 42. If the administrator or the Board of Administration shall fail to 
observe the rules adopted for the proper management of the building, or if the 
quorum necessary to make decisions can not be had after the proper service of 
notice of meeting, the interested parties may resort to the Superior Court for 
a ruling as to what is most convenient for the management of the building. 

Sec. 43. The co-owners may, upon resolution of a majority, insure the build- 
ing against risks, without prejudice to the right of each co-owner to insure his 
apartment on his own account and for his own benefit. 

Sec. 44. In case of fire or any other disaster the insurance indemnity shall, 
except as provided in subdivision 5 of section 111 of the Mortgage Law, be 
applied to reconstruct the building. 

This reconstruction shall not be compulsory where it comprises the whole or 
more than three-fourths of the building. In such case, and unless otherwise 
unanimously agreed upon by the co-owners, the indemnity shall be delivered 
pro rata to the co-owners entitled to it, and as regards the rest of the building, 
the provisions of section 338 of the Civil Code shall govern. 

Should it be proper to proceed with the reconstruction, the provisions for such 
eventuality made in the deed constituting the horizontal property shall be ob- 
served, or, in lieu thereof, the decision of the Council of Co-owners shall prevail. 

Sec. 45. Where the building is not insured or where the insurance indemnity 
is insufficient to cover the cost of reconstruction, the new building costs shall 
be paid by all the co-owners directly affected by the damage, in proportion to 
the value of their respective apartments; and if any one or more of those com- 
posing the minority shall refuse to make such payment, the majority may pro- 
ceed with the reconstruction at the expense of all the co-owners benefited thereby, 
upon proper resolution setting forth the circumstances of the case and the cost 
of the works, with the intervention of the Council of Co-owners. 

The provisions of this section may be changed by unanimous resolution of 
the parties concerned, adopted subsequent to the date on which the fire or other 
disaster occurred. 

Sec. 46. The provisions of the Mortgage Law and of the Regulations for the 
Execution of the Mortgage Law shall be deemed supplementary to this act. 

Sec. 47. The provisions of section 330 of the Civil Code and of Act No. 422 
of May 13, 1951, shall apply only to those buildings whose floors are, on the 
effective date of this act, covered by the said legal provisions. 

The buildings mentioned in the preceding paragraph may, however, be sub- 
mitted to the regime established in this act, upon compliance with the require- 
ments of section 2 hereof. 

Sec. 48. This act shall take effect ninety days after its approval. 

Approved June 25, 1958. 


Mr. Apponiz1o. Now, Doctor, as I understand your statement, these 
apartments that you speak about, in condominium, are already being 
constructed in Puerto Rico with conventional financing, isn’t that 
true / 

Dr. Pico. Yes, sir, a number of them have been constructed. 

Mr. Apponiz1o. Then why is it so important to you in Puerto Rico 
that FHA be permitted to insure these mortgages / 

Dr. Pico. Because the apartments which have been constructed are 
apartments ranging from $25,000 to $40,000, for people who can pay 
that 40 percent that a conventional mortgage requires as initial pay- 
ment. If we could get FHA insurance under the terms of the 203 and 
213 sections—because this is a compromise between the two sections of 
the FHA law—then we would be able to construct apartments for 
$15,000 and perhaps lower, for people who cannot afford such a high 
initial payment. 

Then, for 5, 10 percent, or less, they would be able to buy these 
apartments, just as they are buying now, the 203 houses in the out- 
skirts, with the advantage that these would be centrally located homes. 

Mr. Apponizio. Why can’t you proceed under the regular FHA sec- 
tion 213, cooperative housing program ¢ 
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Dr. Pico. There is a difference between these individually owned 


apartments and the co-ops. We believe that the cooperative sec- 


tion is fine for certain groups that can form that type of tenure, but 
our type of apartment is individually owned. It is not like owning a 
share in a cooperative apartment. It is an apartment that can be 
disposed of like all property owned in fee simple. It is something 
that you can mortgage, you can rent, and act as though you owned an 
individual house. That is a great incentive for our people who just 
love individually owned homes. 

Mr. Apponiz10. The thing that concerns me is that there would be 
certain parts of this building that would be jointly owned ¢ 

Dr. Pico. Yes, sir. 

Mr. Apponizi1o. Now, I am just wondering about the maintenance 
of these buildings. 

Dr. Pico. Well, that is taken care of by the law, by the provisions 
of agreement between the owners of these apartments. 

Mr. Apponizi1o. Well, that is taken care of by the law, by the pro- 
visions of agreement between the owners of these apartments. 

Mr. Apponiz10. For example, who sweeps the stairway ? 

Dr. Pico. Well, they have to get together like in a cooperative. 
That is why this is a cross between a cooperative and an individually 
owned home. They have to have an organization. The whole thing 
is spelled out in the Puerto Rican Act, as well as in these private agree- 
ments, and they will get together and provide the proper manage- 
ment and the proper maintenance of the apartment, just as is done in 
the co-ops. 

Mr. Apponiz10. And in the present ones which you have, under con- 
ventional financing, this is not a problem ? 

Dr. Pico. This is functioning so well that they have become very 
much accepted by the community. In fact, they are the most fashion- 
able types of apartments in Puerto Rico now. 

However, we would like to extend this to the lower income groups, 
because we feel it can solve their problem. 

Mr. Apponizio. This is a new concept, as far as I am concerned, 
but it is very interesting. 

Mrs. Sullivan, do you have any questions ? 

Mrs. Suuxivan. Yes, sir, I would like to carry on further with that, 
Mr. Chairman. Dr. Pico, while that is working with the more ex- 
pensive and higher type apartments, do you think that the tenants 
or the owners of these individual apartments in the lower income and 
lower cost group would cooperate as well? If the roof needed repair- 
ing and was leaking, do you think all the other tenants would share 
in seeing that that was taken care of ¢ 

Dr. Pico, I think so. 

Mr. Apponizio. Particularly if it was leaking in your apartment. 

Mrs. Sunnivan. That is the thing that would interest me. I can 
recognize that usually, in the higher priced, higher type apartments, 
there would be more responsible people because they are more inter- 
ested in keeping the property up in very good condition, but when 
you get. into the others, who do not have as much money to spend 

Dr. Pico. Well, I think the cooperative apartments have certainly 
been successful in this country, and we have one example of those, too. 

Mrs. Sutuivan. That is because the organization as it is formed in- 
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sists that these things be done, and it is done automatically, without 
the acceptance of it by each individual cosharer. 

Dr. Pico. Well, 1 think there are both. There is the desire of 
owners of these apartments to get together, and see that everything 
runs smoothly. 

Mrs. Suuiivan. Is there anything in your law 

Dr. Pico. But any tenant can take action, if common action is 
lacking, a tenant can take action to protect his own interests, and 
that is provided in our Puerto Rican Act. Of course, it could be pro- 
vided also by private restrictions. You see, this has the advantages 
of both the cooperative system, by which you own an apartment coop- 
eratively, with the added feature of being an individually owned 
apartment, that you can dispose of or use just as an individual home. 

Mrs. SULLIVAN. Well, I am quite interested in that one feature of it, 
because there have been proposals for people who live in public hous- 
ing units, once they reach a certain income, instead of being dis- 
placed, to be allowed to buy their unit, but there would be so many 
problems facing them, because of the largeness of the project and the 
number of people concerned, to see that all of these things are taken 
care of. 

Dr. Pico. At home we do have an example of a building constructed 
back in 1935, and liquidated, and both by the tenants, ‘and they are 
running it cooperatively. They are all people of very low income, 
and it is functioning very well. 

Mrs. Suutuiivan. It certainly has great appeal, if those safeguards 
could be put up. I have no other questions, Mr. Chairman. 

Mr, Apponizio. Mr. Widnall? 

Mr. Wipnatt. Dr. Pico, I was in Puerto Rico in the latter part of 
December, and I remember speaking to some people down there about. 
condominium. They showed me one of the developments. I had some 
of the questions which have been raised by others here today. What 
they emphasized to me and what impressed me so much was the love 
of a home that the native Puerto Rican has. He doesn’t want to rent. 
He wants a home. 

Dr. Pico. That is right. 

Mr. Winpatu. And this can give the ability to lower income groups 
to obtain such a home, and within an area where it won't be impos- 
sible for them to commute to work. I have been very much impressed 
in the last few years in seeing what has been done by the occupants of 
low income, single family housing, by way of taking care of those 
dwellings. When I saw them constructed I thought, “This is going 
to be the slum of tomorrow.” And after I have gone back a few years 
later, I have been keenly impressed by the fact that there is a love 
for the home, for the flowers, for maintaining the outside and adding 
touches to the home so that it looks very, very presentable and is a 
credit to the community. I for one would like to help you with this 
program. because I do thing it can do much for the future of Puerto 
Rico. 

Dr. Pico. Thank you very much, Congressman. You have expressed 
very well the importance of this program, and the fact that the pro- 
gram of FHA which has been developed down there, in the very low 
income groups, has been very successful from all angles—I might add, 
has been successful financially—so I think extending the FHA to this 
new type of tenure could help to solve our problem. 
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Mr. Wiwnatt. That is all. 

Mr. Appvonizio. Mr. Vanik? 

Mr. Vanix. I agree with Congressman Widnall. I think we ought 
to give the condominium a try. It deserves a serious bit of considera- 
tion, and we certainly ought to use Puerto Rico as a testing area to 
see how it works out, to see whether or not the idea might be something 
that we might import here on the mainland. 

I have this one thought that goes through my mind, Dr. Pico. In 
condominium that we have a transfer of the fee title interest in an 
apartment in a building, and that is all very well, as long as the build- 
ing has life. Now, what has been the experience with condominium 
when a building reaches obsolescence? When it is just worn out, or 
old. What happens at that time ? 7 

Dr. Pico. Well, there are provisions by law for full repairing, as 
well as reconstruction of the building. 

Mr. Vanix. Where condominium works today, you haven’t really 
had any deterioration of the building, have you? These buildings 
have been kept up in a perpetual way. 

Dr. Pico. That is right. 

Mr. Vanix. Now there comes a time when all buildings become 
obsolete. How then are the rights of the respective owners liquidated ? 

Dr. Pico. The law even provides for the dissolution of the con- 
dominium, of this type of individually owned apartments. 

Mr. Vanix. Then one other question: You have developed a certain 
pattern of use of a condominium apartment, and an apartment. is de- 
siened for the occupancy of a certain number of people. How do you 
keep a two or three room apartment from being occupied by 35 or 40 
people? A father might die and leave 12 children and they might 
decide to move in with their families. How do you in any way relate 
the use and occupancy of the condominium apartment—how can you 
relate the use of a condominium apartment under the FHA loan guar- 
antee provision, which you have asked for, and still insure that the 
use of the apartment will be reasonably related to its occupancy 
potential ? 

Dr. Pico. There are provisions so that no apartment—so that the 
use of the apartment cannot become a nuisance to the neighbors. It 
is specifically stated so, and action can be taken by neighbors against 
other neighbors, if that happens. Of course, that could happen in 
any apartment house. 

Mr. Vanix. It is more likely to happen in the low cost condominium 
apartment than the high cost ? 

Dr. Pico. Yes, sir; I agree with you that that could happen. But 
the same provisions that are taken to protect from all types of nui- 
sances can apply to that type. 

_ Mr. Vanrx. But legally you couldn’t limit the number of people 
in a family that would use the apartment ? 

Dr. Pico, I doubt it very much, Because the ownership of the 
apartment is for all purposes, all legal purposes. Of course, what 
you state is bordering on the illegal purpose. 

Mr. Vanix. Asa practical matter, won't the condominium be more 
attractive to perhaps the older families than the younger ones or 
mong it be your idea that it would be attractive to the younger peo- 
ple? 
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Dr. Pico. I think so. I think it is really for the growing families 
that are now forced to go out in the suburbs. 

Mr. Vanrix. Well, a family would buy a three-bedroom apartment 
and the family might grow. They would face the need of more 
space. 
ow you have them as owners of a four-room apartment and they 
need a six-room apartment. What do you do about that? 

Dr. Pico. Well, of course, the time might come when any house 
becomes inadequate for the owner, and then he can sell—that is the 
advantage over the co-op type of housing. 

Mr. Vantk. He can sell his apartment and buy a six-room apart- 
ment ? 

Dr. Pico. That is right. 

Mr. Vanrx. And someone else can buy his four-room apartment. 
It becomes something that is easily traded ? 

Dr. Pico. That is right. 

Mr. Vani. And the title companies down there recognize the 
tradability or under your law, the clear title that can be passed along? 

Dr. Pico. Oh, yes, it is registered in our registry of property, which 
comes from Spanish times, and we have a very good system for regis- 
tering, and these properties can be registered and traded. 

Mr. Vanix. Is that title the usual type of title? 

Dr. Pico. The fee simple. The fee simple is recognized like any 
other title. 

Mr. Vantx. Thank you very much. 

Mr. Apponiz1o. Thank you, Dr. Pico. We appreciate your testi- 
mony. 

Our next witness is my very good friend, Mr. Francisco Fullana, 
director of the Legislative Committee of the Puerto Rico Home Build- 
ers Association. 

Nice to see you here. 

Mr. Futiana. Thank you, Mr. Chairman. 


STATEMENT OF FRANCISCO FULLANA, PUERTO RICO HOME 
BUILDERS ASSOCIATION 


Mr. Furiana. Mr. Chairman, members of the subcommittee, I am 
Francisco Fullana. I would like to ask permission that on account 
of my cold, that the president of the Home Builders Association of 
Puerto Rico, Mr. Arthur Salvondo, read for me my statement. 

Mr. Apponizio. Very well. 

Mr. Satvonpo. My name is Arthur Salvondo, president of the 
Puerto Rico Home Builders Association. 

It is proposed by H.R. 11914 to extend and amend the National 
Housing Act by adding section 233 to title II, to provide mortgage 
insurance for individually owned units or apartments in multifamily 
structures. The purpose of this section is to increase the supply of 
preveeehy owned housing units by producing and furnishing means of 

ancing, where the individually owned one-family unit is part of a 
multifamily structure. This form of ownership is not new. It has 
been in existence and known for centuries. It traces its origin in the 
Roman law and is known as condominiums—joint ownership. 


—————————eE 
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Under today’s economic conditions, we readily recognize the devel- 
opment of a subdivision where the individual living units are on a 
horizontal plane. In other words, each living unit is built next to the 
other with or without intervening space. In the condominium form 
of ownership, the owners of a living unit would own the property 
within the overall structure, whether this subdivision was on a hori- 
zontal or a vertical plane. In the classical form of subdivision, the 
owner of one unit owns such unit in fee simple. He, however, has 
the duty and obligation of sharing with his coowners the obligations 
and duties of maintaining such common areas and facilities as come 
within the confines of those things which benefit the individual prop- 
erty owner but are not directly owned by him. In the condominium 
form, the same would be true. The individual property owner of his 
share of the condominium would own his share outright and in fee 
simple, but with the other owners of portions of the condominium 
would become responsible and liable for the cost, upkeep, and main- 
tenance of those sections which are commonly used and generally 
benefit all of the owners of the condominium. In other words, the 
proposal is to have ownership in fee simple settle upon the owner of 
an apartment or unit in the overall structure containing many units 
or multifamilies. 

In the classical subdivision, the owner of the living unit contained 
within a lot indirectly or indirectly shares and participates with the 
other owners of the subdivision in all of the privileges, rights, duties, 
and obligations of the common facilities and areas, i.e., sidewalks, 
roads, sewerlines, water mains, play areas, parks, etc. The contribu- 
tion made by the individual owners toward the upkeep of such common 
areas may be made in the way of taxes or assessments. In the con- 
dominium form, the same result would be accomplished by the pay- 
ment of each individual unit owner to the central operating agency 
so as to cover all of the obligations and duties incumbent upon him 
in the maintenance, upkeep, and support of the common facilities. 

The condominium form of ownership in certain aspects is similar 
to the cooperative form of ownership in a multifamily structure. 
This similarity applies only with respect to the management, privi- 
leges, rights, and obligations of the common facilites and areas, but 
is completely different with respect to ownership. In the condo- 
minium form of ownership, the owner of a living unit has the in- 
centive of personal property ownership, due to the fact that the owner 
holds a title in fee simple on his living unit, while in the cooperative 
form of ownership the occupant of the living unit or apartment only 
owns a share of an organization that owns a title in fee simple of a 
multifamily project. 

As presently constituted, the owner of the individually owned liv- 
ing unit in a classical subdivision has the advantage and opportunity 
of obtaining financing in the form of mortgages. Presently this right 
is not nes in the condominium form under the National Hous- 
ing Act. The proposal is to give to the owner of the living unit in 
the condominium the same rights and privileges of the owner in a 
classical subdivision. If the proposed bill and amendment is passed, 
the owner of the living unit in a multifamily condominium will have 
mortgage insurance by FHA, the feature of refinancing by and for 
the owner, and the right of private sale by the owner. At present 
none of these important features are available. 
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The proposed bill, S. 3502, creates a new section in the National 
Housing Act. In effect, this new section is a combination of the 
existing section 213, which has heretofore authorized the FHA to in- 
sure mortgages in cooperative multifamily structures, and the existing 
section 203, which heretofore authorized the FHA to insure mortgages 
on privately owned living units held in fee simple. The condo- 
minium form of ownership would create a combination of sections 
213 and 203 because of the fact that each of the above-named sections 
has features in common with the proposed section. 

Past experience has very readily demonstrated that the use of such 
living units in the manner above described is workable in the United 
States for the promotion and construction of this type of multifamily 
projects. The maximum amount to the mortgagor of the insured 
mortgage is established identically with that maximum mortgage 
limit as is in existence today under section 203. 

The bill also provides authorization to the Commissioner of the 
FHA to fix and regulate premium charges for insurance of mortgages 
to charge or collect such amounts as he may deem reasonable for the 
appraisal of the property or project, and to prescribe rules and regula- 
tions appropriate for the construction, and to include in the insured 
mortgage all provisions protecting the rights, privileges, and condi- 
tions he may prescribe necessary for the maintenance of all common 
areas and facilities. 

I wish to point out to the Subcommittee on Housing of the Commit- 
tee on Banking and Currency that the members of such committee 
should keep in mind, when considering this bill, that the proposed 
amendment to the National Housing Act under the new section 233 is, 
in principle and fact, a consolidation of the two existing sections, 213 
and 203, but will make possible the insurance of mortgages under an 
existing type of ownership which, at present, is barred from the bene- 
fits of the National Housing Act insofar as acceptability for mortgage 
insurance is concerned. 

It is my earnest hope that the proposed bill receive favorable con- 
sideration of the subcommittee and that it may be favorably reported 
and approved at an early date. 

Mr. ph herent Thank you. 

I would like to refer you to page 2 of your statement, about the 
middle of the page. You refer to payments that have to be paid by 
the individual unit owner to the central operating agency for the 
maintenance and upkeep and support of these common facilities. 

Mr. Fuixana. That is right. 

Mr. Apponizio. Is this in addition to what he would pay for his 
mortgage each month ¢ 

Mr. Futxana. It is in addition, but it could be included as payment 
of the mortgage. The commissioner would have the right, in his 
regulations, to regulate that when he pays for the mortgage he has 
to pay for the common facilities. He could make the payment at the 
same time. 

Mr. Apponizio. How much would that be a month ? 

Mr. Fuiana. It all depends. In an elevator-type building, he 
probably would have to pay the common electricity bill for the ele- 
vator. 
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Mr. Apponizi1o. This would all have to be considered before an 
individual could be certified to buy such a unit? 

Mr. Futiana. It should be considered. 

Mr. Satvonvo. Mr. Chairman, I understand that experience has 
proved that in a typical $35,000 apartment pays approximately $40 
per month for the maintenance charges. 

Mr. Futana. And that is an elevator-type apartment. 

Mr. Apponizi1o. Mrs. Sullivan. 

Mrs. Sutiivan. No questions, because I think this testimony an- 
swered some of the things that were in my mind. Thank you. 

Mr. Apponizi1o. Any other questions ? 

Mr. Vanik. 

Mr. Vanik. I think you have made a very good statement, Mr. 
Fullana. And I think certainly this condominium procedure might 
be well worth while our exploring because it might pave the way for 
establishing well-organized housing projects here in America in a reg- 
ular organized plan, and yet provide a means of ownership that would 
provide for individual ownership that otherwise would not be possible. 

It might be something that might very well fit in our urban renewal 
programs. As we study the Southwest area here in Washington, a 
great many people complain about the loss of individual ownership, 
after an area is cleared and made available for urban renewal. 

Is it possible that this could be combined with your urban renewal? 

Mr. Futana. I think so. That is one of the most important fea- 
tures. It is also well to mention that one of the main features of this 
condominium law is that refinancing feature of it. For example, sec- 
tion 213, 15 years from now, when the equity of those 213’s are $10,000, 
and they want to sell those units, they can go on in and sell them, but 
nobody will have that amount of cash, so you have a lot of secondary 
financing. With this feature, all that is eliminated. 

Mr. Vanix. And you feel this can be done in the area of low-cost 
housing which is so vital to Puerto Rico because of the land problem, 
and because people just have to live in apartment buildings there to 
conserve the land area, which is so important ? 

Mr. Funiana. Yes, sir. 

Mr. Vanik. Thank you very much. 

Mr. Apponiz1o. Thank you very much, Mr. Fullana. 

Our next witness is Mr. Rafael Carrion, president of the Puerto 
Rico Bankers Association. 


STATEMENT OF RAFAEL CARRION, JR., PRESIDENT, PUERTO RICO 
BANKERS ASSOCIATION 


Mr. Carrion. Mr. Chairman, I would like to testify in reference to 
the bill 11914. 

Puerto Rico owes a considerable debt to the Federal Housing Ad- 
ministration and the law which it administers. The felicitous picture 
which we can exhibit today to Latin and South American countries 
derives in great part from the thousands of small houseowners who 
have been afforded the opportunty to purchase homes through the 
FHA programs. Homeownership, particularly to people of Latin 
derivation, is one of the supreme goals in life, and it is definitely a 
prime factor in the political stability of the Puerto Ricans as well as 
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a, substantial contributor to the economic progress of the island. A 
continuance of this economic growth is one of the obvious defenses. 
against our detractors, and any program which facilitates or con- 
tributes to such growth is in the country’s best interest. 

The existence of the Government guarantee under the FHA pro- 
ae has made it possible for commercial banks in Puerto Rico to 

ance house construction values at approximately $300 million cov- 
ering about 34,000 units. The long-term loans which were necessary 
and which the commercial banks would normally have been precluded 
from granting, have been made possible because this FHA guarantee 
‘cant satisfactory markets among long-term investors in the main- 
land. This has permitted a rapid turnover of our limited monetary 
resources, and has made possible the large-scale housing developments 
which have so substantially contributed to our political and economi- 
cal stability. 

However, despite the progress which has been made, and the effec- 
tive results of the existing FHA program, we in Puerto Rico now 
find ourselves faced with a practical reality which requires a modifica- 
tion in approach. The island has an area of about 3,400 square miles, 
with a population of 2,300,000 people. For the past 10 years, indivi- 
dual house construction has proceeded at a rapid pace with the in- 
evitable result that housing developments are being placed farther 
and farther away from metropolitan centers. 

The attendant problems of supplying essential services and trans- 
portation facilities, not to mention lack of further suitable sites, places 
such a strain on our limited resources as to preclude further physical 
expansion. We are, therefore, forced to adopt multiple-level housing 
accommodations. This problem is not unique, and has been solved in 
sophisticated countries with large-scale apartment houses so common 
in our big cities in the continent. Here again the FHA plays an im- 
portant part through its rental housing programs, which are available 
in Puerto Rico. In our island, however, these do not have the same 
appeal as in continental United States. This is mainly because people 
in Latin derivation seem to have a most intense and an almost fanatical 
desire for home ownership. This pride of ownership, in my opinion, 
is a characteristic which substantially contributes to the equilibrium 
of our community, and therefore should be encouraged by all available 
ment to assure adherence to the principles of freedom cherished by 
all of us. 

If physical considerations make further individual housing develop- 
ments less attractive, we should make use of an acceptable and proven 
alternative which achieves the same overall result. Such an alterna- 
tive is condominium housing. As you can see from the copy of the 
condominium law which you have received, it is simply an old legal 
device to provide for individual housing in multistory buildings, thus 
maintaining the pride of ownership alive. It is a method of recon- 
ciling the physical dimensions of our island with our still unsatisfied 
demand for individual housing. 

The proposed amendment simply permits the inclusion of this ty 
of individual housing under the regulations and the spirit of the 
FHA program. As president of the Puerto Rico Bankers Associa- 
tion, as president of the leading commercial bank in Puerto Rico, and, 
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most importantly, as a citizen of the United States, I recommend 
approval of the proposed amendment. 
r. Apponizio. ‘Thank you, Mr. Carrion. 

May I simply say that the impression I get from your statement 
is that you feel this is the only solution to this housing problem that 
faces Puerto Rico? 

Mr. Carrion. Well, it is a very desirable and helpful alternative; 

es, SIT. 
” Mr. Apponizio. I have no other questions. I enjoyed your 
statement. 

Mrs. Sullivan? 

Mrs. Suuuivan. I have none, either, Mr. Chairman, except that I 
think his statement is very enlightening and to the point, because 
when expansion is no longer available you have to find other means 
of solving the problem. 

Thank you very much. 

Mr. Apponizio. Mr. Widnall. 

Mr. Wipnaty. Thank you for your statement, Mr. Carrion. It 
helps bring more light to the subject which we will certainly consider. 

Mr. Apponizi1o. ‘Thank you. 

Our next witness is Brown L. Whatley, chairman of the board, of 
Stockton, Whatley, Davin & Co. 


STATEMENT OF BROWN L. WHATLEY, STOCKTON, WHATLEY, 
DAVIN & CO., JACKSONVILLE, FLA. 


Mr. Wuatiey. Mr. Chairman, members of the committee, my name 
is Brown L. Whatley. I am chairman of the board of Stockton, 
Whatley, Davin & Co. of Jacksonville, Fla. I have been engaged in 
the mortgage loan and real estate development business with this 
company in Florida for the past 30 years. I am also president of 
Stockton, Whatley, Davin & Co. of Puerto Rico, Inc., a subsidiary of 
our Florida company, which has been in operation about 3 years. I 
am a former president of the Mortgage Bankers’ Association of Amer- 
ica and am now a member of the board of governors of that associa- 
tion. I am a member of the board of directors of ACTION, a Com- 
mittee To Improve Our Neighborhoods. I am also a member of the 
Executive Reserve of the Housing and Home Finance Agency and 
a member of the Federal City Council. 

I appear before you today as an individual citizen in the interest of 
proposed legislation under H.R. 11914 that is designed to extend and 
amend the National Housing Act to provide mortgage insurance for 
what is known as condominium ownership of improved real estate. 
This, in my opinion, is a very interesting and challenging proposal 
for this subcommittee, and for the Congress. 

It is my belief, based on a considerable study of the advantages of 
this system of property ownership, that this proposal is a sound and 
progressive one. I can find no reason for controversy on the pro- 
posed amendment. It is permissive only. It does not replace, nor 
does it conflict with or in any way set aside or interfere with any 
present activity or facility of the Federal housing program. I would 
like to point out, as I see them, some of the advantages of condomin- 
jum ownership. 

56021-6018 











266 GENERAL HOUSING LEGISLATION 


The basic theory of condominium ownership is that different parts 
of a building, togther with joint rights of coownership in other parts 
of the building ‘and facilities, may be separately sold, mortgaged, 
leased, and taxed. In Puerto Rico, many Latin American and Euro- 
pean countries, this type of real estate development has been widely 
accepted and used and is very popular. While the theory of con- 
dominium ownership bears some resemblance to the U.S. type of co- 
ownership in cooperative apartments and office buildings, the con- 
dominium-type development is much to be preferred over our so- 
called cooperative in a number of very important aspects. 

This type of ownership is applicable to single story or multistory 
buildings—residential, commercial, or both—consisting of individual 
units plus common facilities, such as stairs, elevators, hallways, and 
parking facilities. 

Property rights in areas are often divided as: 

(a) Private: Sole ownership in the area devoted to the exclusive 
use of the owner, such as dwelling unit, office, or store space. 

(6) Joint condominium: Those property rights held in joint owner- 
ship with the other property owners and for the use and enjoyment 
of all owners, such as elevators, staircases, lobbies, walks, gardens, 
administration office, parking areas, and so forth. 

The condominium rights—sole ownership of the private unit to- 
gether with the joint ¢ ini are subject to separate sale, 
conveyance, mortgage, release of mortgage, tax assessment, and so 
forth. These rights have the legal characteristics of a private home, 
office, or store in “that they may be purchased separately for cash or on 
terms, and may be separately “mortgaged, rented, sold, or transferred 
as any other piece of individual real estate. 

Condominium ownership should appeal to the proposed purchaser 
of a property and to mortgage rh as well. Under it the pur- 
chaser becomes the sole owner of his unit together with the joint 
rights incident to same. The property of each owner is separately 
taxed, thus doing away with the necessity of joint taxpaying respon- 
sibility. Each owner’s property is liable only for his own mortgage 
debt and the owner does not take the chance that he will lose his pr op- 
erty by reason of the default of other parties having ownership in 
the same building. 

That, I think, is one of the great weaknesses in our cooperative sys- 
tem in this country. 

I am sure that many of us here today will recall a great many in- 
stances where, under the i tk ative type of ownership, one owner 
lost his investment because other owners did not pay their shares of 
a debt secured by a blanket mortgage, even though the one had met 
his obligations, sometimes even with prepay ment in full of his pro- 
portionate share of the blanket mortgage. From the legal and prac- 
tical standpoint, the condominium system has the adv antage of much 
greater simplicity than is found in the cooperative corpor ation or as- 
sociation. This} method of joint ownership of improved real estate is 
not limited to family housing. Where it is in use it is widely favored 
for office buildings. It is particularly advantageous for doctors, law- 
yers, and other professional people who unlike corporate borrowers 
usually operate as individuals or as a group of individuals, and gen- 
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erally find it quite difficult to finance joint ownership of office build- 


ings. 

Legislation authorizing condominium for the several States would 
be greatly beneficial. Such legislation is now being sought in a num- 
ber of the States of the Union, including my own State of Florida. 
Wherever such proposals have been made the idea has generally been 
recognized as a wholesome, constructive, and needed aid to housing 
and housing finance. 

No one thing would spur the several States into action for appro- 
priate legislation on this subject as would the recognition of con- 
dominium by the Congress and the Federal Housing Administration. 

Just as the Federal Government has blazed the trail with legislation 
to raise the ratio of home mortgage amounts to property values, in 
recognizing the wisdom of long-term monthly payment mortgages, 
and in furthering the cause of urban renewal and slum clearance, it 
must lead the way in accepting this proven method of ownership and 
financing for multiple-unit properties in order to obtain and expedite 
action in the several State legislatures to legalize this system. 

Under our custom in this country it has been mechanically con- 
venient for joint ownership to constitute undivided interests in land 
or improved property. Condominium permits a divided interest for 
ach owner and independent financing and tax responsibility, subject 
only to community regulations and operation that is self-imposed by 
the group of owners. 

The cost of maintenance of a cooperative apartment might be 
likened to our municipal tax. The owners of apartments jointly 
assess themselves by agreement to maintenance standards of mainte- 
nance they desire, and that assessment is just as much a lien against 
their individual unit that they own or occupy as would be municipal 
tax against their individual freestanding house that they might have 
in any of our suburban divisions. 

It is really a system that we should have had all along. It is typi- 
cally American, yet older countries than ours have long since embraced 
it and have used it successfully and satisfactorily. It can be used to 
great. advantage in this country in providing good housing for more 
of our people, especially in our urban centers, where in many instances 
the opportunity for homeownership is fast giving way to rental occu- 
pancy and is moving to the suburbs. We should not forget that there 
are many families who would prefer to own their homes rather than 
rent and who also, for reasons of employment, transportation, con- 
venience, or preference, will find it advantageous to live in the urban 
area, 

If condominium is to be made available to our people, however, it is 
essential that the mortgage insurance facilities of the Federal Housing 
Administration be made available to it. 

Mr. Chairman, I appreciate the privilege of appearing here with 
these gentlemen from Puerto Rico today. I feel that I am somewhat 
in the role of a hitchhiker. Not only am I interested in this thing 
because of my interest in business in Pisttd Rico, but also, as I have 
stated, because I think it is most important for the continent of the 
United States to have the benefit of this method of landownership. 
And TI hope and trust that the legislation may be enacted as soon as 
practicable. 

Thank you very much. 
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_Mr. Apponizio (presiding). Mr. Whatley, I am sure that you appre- 
ciate this is a new concept as far as this committee is concerned, and as 
far as the Congress is concerned. 

Mr. Wuattey. Yes, sir; I certainly do, Mr. Chairman, 

Mr. Apponizio. And I am sure that with your experience, particu- 
larly as former president of the Mortgage Bankers of America, the 
fact that you have testified before this committee before, you realize 
that Congress usually moves very slowly when it has to go into a new 
problem of this nature. 

Mr. Wuattey. Yes, sir. I can understand the reason for that. 

Mr. Apponizio. I think that there probably is a great deal of sym- 


pathy in the committee, but I think it is something that the committee: 


has to study very closely. 

For example, on page 3 of your statement you indicate that each 
owner of his property is liable only for his own mortgage debt, and 
when there is a default, he doesn’t necessarily lose his property. But 
when there is a default, the FHA has to take over that property. 

Mr. Wuattey. Yes, sir. 

Mr. Apponizio. And the FHA could wind up with two or three of 
these units in a particular apartment. 

How does the FHA get rid of these ? 

Mr. Wuattey. Just the same way as they would if they wound 
up with two or three houses that might be built by a homebuilder in 
a tract development. They would have to sell them. Just as it does 
its other real estate that it acquires through foreclosure. 

I believe, too, Mr. Chairman, that these apartments, individually, 
might be much more salable and cause much less burden on the FHA,, 
for example, or a conventional lender, than would an entire building, 
that they might foreclose, because of the default of some of the 
owners only. 

Mr. Apponizio. You don’t think this would present any rea] prob- 
lem, one that would burden the FHA ? 

Mr. Wuattey. I can’t see where it would. There are some things 
about it that would have to be handled differently from the section 
213 loans for mortgage insurance, but I can’t see where there would 
be any greater problem, once the regulations are set up, to provide for 
community maintenance and the other things that are done. 

Mr. Apponiz1o. Would you have any information as to the number 
of default in Puerto Rico, for example? 

Mr. Wuattey. I can only say this, as far as the number or per- 
centage is concerned : We have a substantial mortgage servicing opera- 
tion now in San Juan. We have been there about 3 years. We make 
loans in San Juan and Ponce, and several other cities on the island. 
We are servicing now $27 million in loans, have about $10 million 
in process, and our delinquencies, I am glad to tell you, are less than 
the delinquencies reported on mortgage loans by the Mortgage 
Bankers Association in any region of the United States, continental 
United States. 

That is not true just of our loans but that is true of the mortgages 
generally made by the FHA in Puerto Rico. 

Mr. Apponizio. That would indicate certainly a very fine record. 

Mr. Wuattey. Yes, sir. We have been very gratified with our ex- 
perience there insofar as our collection problems are concerned. They 
are less than our collection problems in Florida. 


—— 
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Mr. Appontzro. I remember several years ago, I was the acting 
chairman of a subcommittee that visited Puerto Rico on housing prob- 
lems, and it was indicated to us then that the Puerto Rican people 
take great pride in the fact that they do make their payments, and 
usually on time. 

Mr. Wuattey. There is a tremendous pride of ownership with the 
homeowners, particularly the younger people, who have never had the 
opportunity, until a few years ago, to own their home, and they are 
very zealous of any question of default or loss of their homes. 

Mr. Apponizio. Thank you. 

Mr. Widnall. 

Mr. Wipnatt. No questions. 

Mr. Apponizio. Mrs, Sullivan ? 

Mrs. Sutiivan. Only one. 

Mr. Whatley, prior to building such a multifamily project or apart- 
ment building, under this condominium plan, would it be necessary for 
all the units to be sold before the building is put up or is the build- 
ing put up and then sold just the way individual houses are ? 

Mr. Wuattey. I would suppose that the FHA, for example, if we 
are just talking about insured loans, might require, as it does under 
213, that a certain proportion of the buildings be subscribed for or 
purchased in advance, and I would think that a prudent builder would 
want to check his market very carefully before he undertook a sizable 
project, by taking deposits from prospective purchasers, just as they 
do now with individual homes. 

I might say also for your information, if you do not know—you 
may know—that is, generally it is the practice in Puerto Rico to take 
deposits on these homes that are built for sale, in advance of con- 
struction, and generally speaking, the builders throughout the island 
have advance sales far ahead of completion and in many instances 
ahead of starts of the houses they build. They have waiting lists, 
actually, in many cases. So there is a strong market there, and there 
is a strong urban center market for homes which can only be supplied, 
because of high land costs, and limited availability of land in urban 
centers, through these apartments or multiple unit buildings, and of 
course, as I have said before, the only way that people who have to 
have that kind of housing can enjoy the benefits and advantages of 
homeownership as against tenancy, is through a condominium plan. 

Mrs. Sutiivan. Thank you. 

That is all. 

Mr. Appontz1o. Thank you, Mr. Whatley. 

May I just say to the witnesses that appeared here, that Mr. Rains 
has asked me to express his regrets. Unfortunately, he could not re- 
turn. He was called over by the Appropriations Chmniatien) and he 
had to be over there for something very important and for that rea- 
son he was not present to hear you. 

Our next witness is Mr, Luis E. Julia, real estate businessman, from 
Puerto Rico. 


STATEMENT OF LUIS E. JULIA, PRESIDENT OF CONDOMINIUM 
ENTERPRISES, INC. 


Mr. Junta. Mr. Chairman, members of the committee, I am Luis 
E. Julia, president of Condominium Enterprises, Inc., a concern en- 
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gaged in the construction of condominiums in Puerto Rico, and other 
affiliated activities. 

It is a privilege to appear before this subcommittee, and we are 
highly gratified to have the opportunity to present our views on this 
legislation affecting the welfare of our communities. 

This statement purports to bring forth and remark on the salient 
points of homeownership, in a multistory structure. 

The enthusiastic support and cooperation which has been given to 
all of us from Puerto Rico who are appearing on behalf of H.R. 
11914 has led us to believe that there is a sincere concern and pre- 
occupation amongst all those that are directly or indirectly connected 
with housing so that. the very basic question around this amendment 
to the Housing Act is understood as one which provides the builder, 
developer and investor with an additional tool with which to provide 
and make available to the general public housing in the urban areas of 
our communities. Nothing should, therefore, in all honesty appear as 
a major obstacle for the favorable consideration of this amendment 
if we all pursue the common cause of more and better housing suited 
to the prevailing conditions of our cities and aimed at improving and 
helping the housing needs. 

The ownership of a home in a multifamily structure, known as 
“Condominium” or “Horizontal property,” in Europe and South 
America and the Caribbean is not a novel method of homeownership. 
From statements which you may have heard before this committee, 
and from the Veterans’ Administration housing program, this concept 
is well known. It stands in no conflict with any other housing pro- 
gram now in force, it rather supplements those in existence. 

The question has often been asked why not build cooperative hous- 
ing. At first glance there is no difference between the two systems, 
but as a matter of fact there are deep-rooted discrepancies which will 
be pointed out forthwith. As stated, this is an individually owned 
home incorportaed in a multifamily structure. One may say, it is 
exactly as though one home were placed on top of another, retaining 
all the characteristics and desirable features of a free standing unit 
with its individual title and deed and separate mortgage, just as a 
home would be in a residential development. And, the same as in a 
residential housing development, one owner is not responsible for the 
mortgage default of other owners, and the family head is afforded 
the opportunity to refinance his property, prepay its mortgage, lease 
or deed it to his heirs. 

Insofar as the developer, the builder and institutional investor is 
concerned, it is treated presently as any other private housing de- 
velopment such as we have under section 203B of the National Hous- 
ing Act. The amendment sought is based on actual experience and 
legislation where the ownership is exactly the same as that of a house 
except for the description of the property and the administrative 
features of the cooperative system, successfully used for the past 5 
years in Puerto Rico and since 1947 in the United States. We find as 
one of the more desirable features that foreclosures, again the same as 
in a residential development, do not affect other owners. Tax re- 
ceipts and all utilities are separately billed, insurance is obtainable 
individually for each home-apartment and title insurance is also ob- 
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tainable for each unit. On considering this method of homeowner- 
ship for the United States one ought to look into the existing legisla- 
tion in Puerto Rico to appreciate how we have set up a smooth fune- 
tioning device for this kind of homeownership where the bylaws regu- 
lating the administration form part of the deed and are legally en- 
forceable. The homeowner in any multifamily building is assessed a 
maintenance quota according to the original value of his apartment 
and his vote in the general assembly of joint owners is weighted also 
according to value. This general assembly of the joint owners ap- 
points an administrative board that manages the affairs of the build- 
ing and thus places the final responsibility and decision as well as 
control of all costs for said management and maintenance on the 
owners. It must be understood that amendments to the bylaws cover- 
ing the management of the building may be effected by two-thirds 
of qualified ownership approval within the framework of our law. 

The legislation in Puerto Rico provides also a first right of refusal 
for the owners of apartments in the same building and contemplates 
the construction and development of all individually owned units in a 
multifamily structure to be designed for homeownership and not for 
rental purposes although units are often purchased as investment 
property. The law also contemplates for an owner or owners of a 
given tract of land to develop its own multifamily structure or for a 
group of individuals to buy a given piece of land and build thereon 
individually owned units. Our experience is that the family composi- 
tion in Puerto Rico is of such a nature as to make it wholly adaptable 
to this housing concept because the average family is made up of the 
parents and three children and it is not often or usually dispersed 
as in the States. One may say that family composition in Puerto 
Rico is a static group due to the geographical limitations and, there- 
fore, the rigidity of this type of homeownership is not a limitation of 
the system. 

Before concluding, I would like to stress the fact that this method 
of homeownership, known elsewhere as “condominium” and “hori- 
zontal property,” and for the purposes of amending the National 
Housing Act is described as “individually owned units in a multi- 
family structure,” is the institutional method most suitable to the 
cultural environment of Puerto Rico, the same as it is in South 
America and Europe vis-a-vis cooperative ownership and in our 
opinion can very well become a highly desirable method for expanding 
the supply of privately owned housing units in the United States 
where pride of ownership and psychological fulfillment of homeown- 
ership 1s sought and vigorously defended by all those responsible for 
helping meet this natural aspiration of man. 

Mr. Chairman, may I make some additional remarks to my 
statement ? 

Mr. Apponizi10. Go right ahead. 

Mr. Junia. At this time I would like to express our most sincere 
thanks for the opportunity of appearing before this subcommittee 
in behalf of all of us in Puerto Rico, and it is our hope that. this 
legislation be favorably considered. 

I would also like to request permission to introduce in the testimony 
the statement by Mr. Enrique Campos del Toro, president of the First 
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Federal Savings & Loan Association. I will just introduce it for 
the record without being read. 

Mr. Apponizi1o. Without objection, that may be placed in the rec- 
ord immediately following your testimony. 

Mr. Jun1a. Thank you, sir. 

(The document above referred to is as follows :) 


STATEMENT OF ENRIQUE CAMPOS DEL Toro, PRESIDENT OF THE First FEDERAL 
Savines & LOAN ASSOCIATION OF PUERTO RICO ON HOUSE RESOLUTION 11914 


My absence in London to attend a meeting of the executive committee of the 
International Savings & Building Loang Associations deprive me of the priv- 
ilege of personally appearing before your committee to present my views on the 
proposed amendment of FHA mortgage insurance program so as to authorize 
insurance of mortgages on individually owned units in condominium multi- 
family structures. 

With your leave I beg, therefore, to submit hereunder my written views on 
the subject. 

The rapid and constant increase of land values in Puerto Rico and particu- 
larly in the city of San Juan and its metropolitan area during the last decade 
has raised mounting obstacles and difficulties to prospective homeowners who 
have been finding increasing and great difficulty in obtaining land and in paying 
the high prices being asked for it. 

This situation recently prompted the planning board of Puerto Rico to liber- 
alize regulations on the use of land for constructions as well as providing for 
the vertical expansion of buildings, thereby making it possible to erect higher 
buildings containing a larger number of units per structure thus permitting 
wider and fuller use of the land. 

These measures, together with legislation establishing in Puerto Rico the 
condominium form of ownership, have given great impetus during the last 2 
years to the construction of this type of buildings, which is greatly contributing 
to solve the needs of modern housing in the land scarce and crowded city of San 
Juan and its metropolitan area, as well as in other urban centers of Puerto Rico. 

These condominiums are in fact, if not legally, cooperatives under which the 
various owners contribute to the management, upkeep and maintenance of the 
property, although title to each separate unit or apartment is registered sep- 
arately in the registry of property and taxes are assessed and collected indi- 
vidually on each separate unit in the same manner as title to a single dwelling 
or building. 

Each individual owner is free to sell, dispose or mortgage the unit owned by 
him without any restriction except that in case of sale he is required to give first 
option to the owners of the remaining units in the building. Rules and regu- 
lations establishing ways and means of managing the property and providing 
for its upkeep and maintenance are incorporated in the title and deed of sale 
and bind the individual owner to compliance therewith. 

It is to be noted, however, that the rapid growth of this type of apartment 
and multiunit structures has been arrested by the lack of capital and financing 
facilities. 

In order to be able to fully realize the advantages offered by this type of 
buildings and fully take advantage of the liberalization of building regulations, 
it has become necessary to erect buildings considerably larger than those here- 
tofore put up by private capital and enterprise and demanding an investment 
beyond the average capacity of local capital and financial institutions. Under 
the banking laws of the commonwealth, commercial banks are prevented from 
offering other than temporary or transitory assistance for the interim financing 
of such structures so that the task has fallen in a large measure on the shoulders 
of the First Federal Savings & Loan Association of Puerto Rico which, up to 
a year or So ago, was the only mortgage institution operating in the island. 

The following statement shows what this organization has done up to April 
of this year: 








ee 


se 








GENERAL HOUSING LEGISLATION 273 


Residential condominiums 














Number of | Appraised Amount of 
Name of condominium residential value lst mortgage 
units loan 
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The above does not include condominium buildings in course of construction 
such as the First Federal Savings Building, the Santa Monica, Din, Quimar, Vil- 
lamayor and Costa Azul apartment buildings, which represent an investment 
of over $5 million. 

In addition to that we have applications for 14 residential condominium 
buildings, the construction of which requires financing to the extent of $7,500,000. 

The difficulty of providing such financing has been greatly increased by the 
tight money market in continental United States and it has become increasingly 
clear that the construction of this type of building demands a permanent and 
certain source of credit such as that as will be provided by the amendment of 
the FHA mortgage insurance program so as to authorize the insurance of mort- 
gages on individually owned units in condominium multifamily structures. 

Up to the present time only people in the high income bracket have been able 
to take advantage of the facilities offered by this form of condominium owner- 
ship but there cannot be the slightest doubt or question as to the fact that there 
are hundreds of families who, under the present circumstances, have no other 
hope of obtaining a home or housing unit of their own as the scarcity of land pre- 
cludes the possibility of constructing individual homes. Another increasing dif- 
ficulty and graver problem is that posed by urban transportation and traffic. 

It is now generally admitted that the urban zone and city limits have been 
pushed beyond all reasonable and practical limitations. This grave situation 
gives added force to the need of greater and more effective land utilization by 
vertical expansion so that in the end it becomes an evident and irrefutable fact 
that the expansion of the condominium form of ownership offers the only solu- 
tion to the problem facing the housing needs and aspirations of hundreds of 
people. 

It is my considered opinion that unless the proposed amendment is secured in 
the immediate future the present need for the construction of condominium 
apartment buildings in Puerto Rico would not only be greatly retarded but fur- 
thermore make it impossible to provide the necessary financing for the construc- 
tion of apartments in the middle to lower price brackets for families in the 
moderate and lower income groups, which otherwise would have no hopes of ever 
owning a home or dwelling of their own. 


Mr. Jutta. I would also like to comment on the fact that 2 days 
ago we had the happy information that in the United States we have 
condominiums since 1947. None of us knew this before a couple of 
days ago. These condominiums are in existence here in Washington, 
D.C., known as the Brandywine-Chesapeake Housing Development. 

In Stamford, Conn. 
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Mr. Apponizio. Is that under conventional financing ? 

Mr. Juiia. No, sir, that is under the Veterans’ Administration 
housing program. 

Mr. Apponizio. I was going to ask you about that statement, where 
you mentioned the Veterans’ Administration housing program. They 
have that type of program in VA? 

Mr. Jutta. Yes, sir, they do. They have not used it extensively. 
However, we do know of our projects where the VA guarantees the 
loans. 

Mr. Apponizi1o. How large are those projects? 

Mr. Junta. The one in Washington, D.C., is 55 units. The one in 
Stamford, Conn., 22 units. There is another one in New York City 
of 60 units. This is under the formula 1 program as they call it, of 
the Veterans’ Administration. 

Mr. Apponizi1o0. Do you have any further information about those, 
as far as defaults are concerned ? 

Mr. Juuta. Yes, sir, I do. As a matter of fact, I have inquired into 
that. There has been only one foreclosure in the last 14 years, and 
there is individual title to each apartment, and individual mortgage, 
and they have title insurance also for their fee simple. 

Mr. Apponiz1o. That is very interesting. I was unaware of that. 

Mr. Juia. We were all unaware of that, Mr. Chairman. We are 
very happy to learn it. 

Mr. Apponiz1o. Mr. Widnall. 

Mr. Wipnati. Thank you, Mr. Julia, for your fine testimony. 
Certainly in combination with the other witnesses it presents a very 
forceful case for this type of, we will call it a new program, though 
now you are calling it an old program. 

Mr. Junta. Yes, sir. 

Mr. Wipnatt. But it is something that would be a new development 
within our understanding. I am impressed and particularly pleased 
with the last part of your testimony where you call our attention to 
the fact this has been going on for sometime in the United States and 
it would be helpful to get any information you can get for us as to 
the operation of these units. 

Could we insert that in the record, Mr. Chairman ? 

Mr. Apponizi1o. That may be done, without objection if the informa- 
tion is available. 

Mr. Jux1a. Thank you very much. 

Mr. Apponizio. Mrs. Sullivan. 

Mrs. Suttivan. My only comment, Mr. Chairman, is to say that 
while in Italy last year I saw some of the luxury type projects in 
Rome that were really very, very beautiful, but many of them were 
buying for investment, wordt than for self-occupancy. It is a good 
idea. It has interesting facets to it. The co-op housing in the 
United States has not taken hold to the extent we expected it might. 
I don’t know all of the problems which have retarded the growth of 
that particular program. But this certainly does have appeal, espe- 
cially in some of the more modest type programs. That is all, Mr. 
Chairman. 

Mr. Apponizio. Thank you very much, Mr. Julia. 

We have one more witness, Mr. John Haas, executive secretary of 
the Metropolitan Association of General Improvement Contractors. 

Will you come forward, please, Mr. Haas? 
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STATEMENT OF JOHN H. HAAS, METROPOLITAN ASSOCIATION OF 
GENERAL IMPROVEMENT CONTRACTORS 


Mr. Haas. Mr. Chairman, members of the committee, my name is 
John H. Haas. I am a consultant for relocation and rehabilitation 
programs in urban renewal and president of a corporation which 
specializes in housing rehabilitation under section 221. I am also 
speaking for the Metropolitan Association of General Improvement 
Contractors in Washington, D.C., which serves as a nationwide in- 
formation center in matters concerning housing rehabilitation. Our 
field may be a limited one, but it is one of ever-growing importance 
since the country has come to recognize that urban survival is predi- 
cated on the proper care and upgrading of our existing housing in- 
ventory, 30 percent of which is not up to par. 

Obviously, our part in urban renewal is not concerned with new 
construction or redevelopment, but with the many and various prob- 
lems of relocation housing and rehabilitation of existing structures, 
most of which is carried out with the help of the title I property im- 
provement program and, to a still minor extent, under sections 220 and 
211 of the National Housing Act. Your legislative concern about 
these provisions is strongly matched by contractors, operative 
builders, city officials, and homeowners involved in some phase or 
phases of urban renewal. You have heard many witnesses, mostly 
from high places. We would like to give you the picture from the 
other side of the fence, from the ground floor, and let you take a look 
at the foundations, the structural members, the bearing walls of this 
program as they appear to us in our daily work. 

Impact and scope of urban renewal are growing and spreading by 
the day; as they grow so grows the number of homes and families 
affected by it, particularly by displacement. But we are not displac- 
ing well-to-do, securely positioned people from slums, condemned 
houses or blighted areas: we reach progressively down into the lower 
and lowest income brackets of our citizenry and we find that, more 
often than not, we are unable to help them because they do not quite 
measure up to standards—either standards which were established 
when the program was young and dreamers tackled unknown social 
problems with slide rule and textbook solutions, or standards which 
are haughtily or arbitrarily introduced and maintained at a level to 
which the vast majority of our victims can never be upgraded. 

Future displacement estimates are frightening, not only because 
of the number but also the types of victims, often far below and 
beyond the reach of the facilities which are now at our command; 
since we cannot change the circumstances or the types of victims we 
must try to change the facilities and make them serviceable. 

Today, rehabilitation and relocation progress is greatly hampered 
by two failures: the inadequacy of existing tools for special assistance 
and the inability of private enterprise to pay its part successfully. 
As to the latter, we should Pinoy, ibe that every phase of urban re- 
newal—redevelopment, public housing, planning projects, etc.—enjoy 
some form of active, constructive Government participation, be it in 
the form of grants, loans, contributions, technical assistance, planning 
advances, or regulatory powers; there is none of that available for 
housing rehabilitation which deals with code compliance, conservation 
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programs, condemnations, and conversion of existing structures into 
relocation housing for displacees. 

These are left entirely to the initiative and the resources of private 
enterprise which, with very few—though very notable—exceptions, 
has failed miserably in this assignment. Since renewal is indispensa- 
ble and rehabilitation is the largest field of application we must either 
provide new and better incentives to private enterprise or switch to 
regimentation which is the least desirable solution. With this in 
mind, let me discuss some of the proposals before us and, perhaps, a 
few that are not, but should be, given consideration by Congress. 

Relocation specialist: Section 101(d) of H.R. 12152 touches on a 
sore spot in the fabric of urban renewal operations which does not 
sufficiently emphasize the machinery that is needed to heal the wounds 
of displacement in its many forms. 

As a consequence, many cities have not yet found the right answer 
for an administrative pattern that would serve all the many facets of 
displacement and relocation with their intricate interrelationship be- 
tween Federal and local government agencies, civic groups, and pri- 
vate business. This is no time or place to delve into details but I can 
perhaps compress the topic into one phrase: Every municipality with a 
workable program should have one central relocation service covering 
all aspects of deficiency compliance, displacement, and relocation; a 
service which should assemble data, furnish information and guidance, 
issue eligibility certificates, maintain a screened relocation housing in- 
ventory, and handle all other managerial and supervisory functions 
for families as well as businesses affected—no less would do the job 
and do it well. 

We feel that there is a very sound motivation in the chairman’s in- 
tent to have such a responsible position made not only mandatory 
(which may still have to be spelled out more clearly in the bill) but 
also, at least financially, independent of local politics and pressures. 
Decent private relocation housing is by no means merchandise idling 
on the shelves: In most cities it is hard to find, partly due to unfamili- 
arity with the tools of getting it, partly because there are often trends 
noticeable to divert pressured displacees into overcrowded or over- 
priced apartments, tenement or rooming houses where they will, in no 
time at all, re-create the very same conditions which caused their dis- 
placement before. We call this phase in urban renewal “misplace- 
ment.” Only an independent and competent relocation authority will 
have a chance to reverse these conditions, educate the citizens, and close 
the doors in front of slumlords and shady operators. Contrary to fre- 
quent opinion, relocation service is not a social worker’s paradise, a 
welfare function, or a rental listing office. It deals with dollars, de- 
pendents, and destitutes and it should function as an impartial, 
thorough, and resourceful clearinghouse in the interest of both, the 
displacing and the displaced. 

Reduction of FHA premiums: We heartily endorse the suggestions 
in section 102(d) of this bill. You heard testimony from the Com- 
missioner in which you were reminded of the sanctity of the mutuality 
principle and of the problem of accumulating adequate reserves in 
case of premium reduction. 

You were also told that the provisions of section 220 and 221 do not 
require that the properties be economically sound or “even” an ac- 
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ceptable risk. These statements are revoltingly accurate—they also 
tell one of the main reasons why urban renewal has fallen short of its 
major functions to rehabilitate and relocate. 

The mutuality provision in the FHA program is a wonderful 
theorem, most effectively used by life insurance salesmen as an added 
incentive to buyers, especially young ones. In the life story of an 
FHA mortgage, it means practically nothing. If a homebuyer ob- 
tains an FHA mortgage for, let us say, 25 or 30 years, he may—I re- 
peat, he may—get some, not necessarily full, refund of his paid-in 
premiums only (1) at the time of termination of the mortgage, (2) if 
he is still alive at that time, and (3) if he still owns the same property. 
To use such a “1,000 to 1 shot” as a serious argument against pre- 
mium reduction, especially for the lower income families under sec- 
tion 221 seems just a little bit too farfetched. 

As to the “favorable reserve position” argument which ties in with 
the economic soundness and acceptable risk in 220 and 221 operations, 
I have this to say: These two sections were created by Congress in a 
spirit and intent substantially different from other provisions of 
title II. Even the wording in these sections uses repeatedly the 
terms “supplementary,” “aid” and “assistance.” 

It was wisely anticipated that financing of these programs may not 
find a ready market and, therefore, needed the stimulant of loan 
insurance to make the needed objectives come through. Consequently 
and logically, FHA was expected to lower its eligibility standards 
so as to accommodate these less fortunate borrowers and less desirable 
properties—which means, of course, a partial disregard of the cus- 
tomary degree of economic soundness and the need to take risks 
within reason. This, after all, is the only feasible way and the mean- 
ing of “special assistance.” On the policymaking level of the agency, 
however, it was decided to apparently give lip service to the intent 
of Congress and “lower” the otherwise impeccable and foolproof 
standards of eligibility or, shall we say, sound underwriting prin- 
ciples. 

But, when you throw a rope to a drowning man it does not matter 
whether it is 2 feet or 10 feet short of reaching him; it just won’t do 
the job. 

FHA lengthened the rope to within 2 feet; it established such 
rules and regulations for its 221 operations that, although somewhat 
below their 203 standards, would still make infallibly sure that these 
loans were economically sound and acceptable risks. Thereby, it 
turned its “aid and assistance” function into a selected risk program 
in which the selective procedure has, for all practical purposes, elimi- 
nated the risk element to the detriment of those very properties and 
families for whom the program was designed in the first place. 

As long as the agency is permitted to pursue this attitude the ob- 
jectives of sections 220 and especially 221 will never be accomplished. 
And, speaking of accomplishments, I may add that under section 220 
less than 70 rehabilitation cases have been insured by FHA since the 
start of the program. 

As to section 221, less than 3,000 existing structures were rehabili- 
tated which is less than 3 percent of the total U.S. quota. 

Of course, new construction has not done so well either, but at 


my: it produced slightly over 21,000 units throughout the country 
so far. 
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Now, it has been said repeatedly that housing rehabilitation and 
private relocation housing are entirely the products of private enter- 
prise; it would, therefore, be simple to put the blame for these minus- 
cule results on it and it alone. But the production of such work and 
housing is predicated primarily, if not exclusively, upon the mortgage 
facilities of these two sections. It will stand or fall with the spirit 
and the tactics that govern their administration. 

FNMA special assistance functions: The provisions of section 211 
of H.R. 12153 suggest some desirable liberalizations of terms. Un- 
fortunately, even if all these points should become law, they would 
not change the deplorable fact that FNMA at the present time is not 
carrying out any special assistance functions. 

As you know, of course, FNMA has discretionary authority to 
purchase mortgages of this kind pending the establishment of their 
marketability. With the help of legal punditry and, seemingly, 
under instructions from higher authority FNMA has set up a frame- 
work of rules and principles which enables it to reject almost any 
number and type of offerings of 220 and 221 mortgages simply because 
they are “not in accordance with our requirements.” 

In cruel, day to day reality, this means that a homeowner, dis- 
placee, operative builder or private investor has to— 

(1) Spend about 2 weeks on starting a case by putting the 
pieces together, screen conditions, gather data, obtain a lender; 

(2) Go through the elaborate process of preparing about 
20 signed documents for FHA application ; 

(3) Wait from 5 to 8 weeks for an FHA commitment; 

(4) Spend a few months and a few thousand dollars to re- 
habilitate the property—and still is not able, in 95 percent of 
the cases, to go to settlement and see disbursement of loan funds 
for, the loan must now be submitted to FNMA for purchase— 
correction, please. The loan must first be submitted, by his own 
lender, to several other lenders who must and will formally re- 
ject it before FNMA will consider the case. If FNMA then 
declines to purchase, al] plans, moneys, weeks and months have 
been wasted; there is no loan, home bought or sold, no relocation 
and, worst of all, no hope left. 

The true reasons for rejection may never be known, but FNMA 
has a ready and legitimate blanket explanation. “We don’t have to 
buy, especially if we don’t consider it marketable.” To which I will 
say that, if such mortgages were readily marketable, they would 
never have gone to FNMA and we would not need its special assist- 
ance function. 

FNMA is quite proud of its profitable operations, but they are made 
profitable in part by its arbitrary exercise of choice in a Held where 
it should have no choice since a willing lender, FHA insurance and, 
often, title insurance have been secured prior to offering. If con- 
demned houses, blighted homes, or displaced families would have to 
wait until their mortgage has become “readily marketable,” and as 
long as such a determination depends upon the discretion of an agency 
which makes up its own requirements “in the spirit of 203,” we may 
just as well forget those forms of urban renewal which cannot rely on 
the bulldozer or the real estate empires of the chosen few who do not 
need FNMA or FHA. If special assistance is not to remain an empty 
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phrase, we must make the agencies responsible for it aware of their 
duties and see to it that they are carried out. 

In closing, let me state one more item. We know that three phases 
of urban renewal—rehabilitation, conservation, relocation—are in 
foul shape in spite of the Housing Act of 1959 which has given us, 
with the aforementioned exceptions, a very practical and _satis- 
factory set of tools to do the job with. We attribute the appalling 
lack of results to seven major reasons, namely : 

(1) The restrictive underwriting policy of FHA; 

(9 ) FHA’s inability to implement some programs on the local 
level ; 

(3) Arbitrary, selective attitude of FNMA; 

(4) Lack of interest on the part of most lending institutions; 

(5) Inability of local authorities to promote and apply rehabili- 
tation; 

(6) Unwillingness of contractors and investors to face unknown 
risks and costly delays; 

(7) Lack of trained personnel for administering these programs, 
and lack of enough experienced and reliable contractors to carry out 
the work on a competent and profitable basis. 

If we can ever lick these seven obstacles, we will have accomplished 
what we set out to do for the survival of our cities and the betterment 
of our citizens—including the displaced, the disgraced, and perhaps 
even those with less than $3,995 a year. 

Thank you very much for the opportunity to present our views. 

Mr. Apponizio. Mr. Haas, that is quite a statement, but as I listened 
to you and read it, I didn’t notice any provisions that you recommended 
to change the law in any way. I would think that this is an indict- 
ment of the way the Housing and Home Finance Agency, including 
FHA and FNMA, are administering the laws. I don’t know whether 
there is too much this committee can do but force them to do some 
of the things you suggest, 

This is typical of the attitude of this administration, I think. 

Would you care to comment on that ¢ 

Mr. Haas. Yes, sir, within certain limits. Of course, we, as an 
organization, or I as a contractor, have no ax to grind. We are not 
in ‘politics s. We know roughly where the main cause of this situation 
can be found, and all we can do is point out to whoever is willing to 
listen that certain phases of the administration of the program, and 
perhaps certain phases of the administration of the country—I don’t 
know—this is not in our province, must change if we are going to 
accomplish something in urban renewal. 

To some extent the shortcomings are shortcomings of principles, 
of policy. To another extent they are such things that have to do with 
procedure, with redtape, and in this field I understand very recently 
very strong efforts were made on the part of FHA particularly to 
improve. But it doesn’t help to improve procedure if the principles, 
particularly the wrong principles, are still maintained, because if you 
get the rejection in 2 ds iys or 2 months doesn’t make much difference. 

Mr. Apponiz1o. You, of course, have to be realistic and realize that 
if these programs are not run well, and FHA and FNMA were not 
making money, the Congress wouldn’t want them to stay in existence 
very long. 
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Mr. Haas. I don’t believe really that even potential losses that 
would occur from a more liberalized version of these provisions would 
jeopardize the U.S. Treasury or any other important part of the 
Government program. 

Mr. Apponizio. Thank you. I have no further questions. 

Mrs. Sullivan ? 

Mrs. Sututivan. I would like to say to Mr. Haas also, Mr. Chairman, 
that my opinion, on hearing your statement, is the same as that of 
the chairman. 

Your statement shows very good thinking and a very close realiza- 
tion of the problem. You have no recommendation to change the law. 

In your words, you said that the Housing Act of 1959 gave you all 
the tools that were necessary, but are not simply being implemented. 

Mr. Haas. With the exceptions that I mentioned in my statement. 

Mrs. Sutxiivan. Yes, sir, but I think this is a very well thought-out 


and very good, constructively critical statement and I am glad I was 
here to hear you. 

Mr. Apponizio. Thank you for appearing, Mr. Haas. 

The committee will stand adjourned until Monday at 10 a.m., when 
we will hear from the American Municipal Association. 

(Whereupon, at 1:07 p.m., the committee was adjourned, to recon- 
vene at 10 a.m., Monday, May 23, 1960.) 
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MONDAY, MAY 23, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SvuBcoMMITTEE ON Hovustne, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1301, New House Office 
gid Hon. Albert Rains (chairman of the subcommittee) pre- 
siding. 

Present: Representatives Rains, Addonizio, Mrs. Sullivan, Mrs. 
Griffiths, McDonough, and Widnall. 

Mr. Rarns. The committee will please be in order. 

We will have some other members around shortly. We already have 
the best looking part of the committee, so we will proceed. 

The first witness this morning is Mayor Raymond R. Tucker, mayor 
of St. Louis, and president of AMA. 

Come around, Mayor Tucker, we are very delighted to have you here 
with us. Have a seat. 


STATEMENT OF RAYMOND R. TUCKER, MAYOR OF ST. LOUIS AND 
PRESIDENT, AMERICAN MUNICIPAL ASSOCIATION 


Mr. Tucker. Thank you. 

Mr. Chairman and members of the committee, it is, of course, al- 
ways a pleasure and a privilege to be able to appear before you to dis- 
cuss the pressing problems of our cities. This morning I am appear- 
ing both as mayor of the city of St. Louis, and as president of the 
American Municipal Association. 

As I am sure you know, the American Municipal Association repre- 
sents more than 13,000 municipalities throughout this country. 

In testifying before you this morning, my remarks will be based 
primarily on those sections of the 1960 national municipal policy of 
the American Municipal Association which deal with housing, urban 
renewal, and urban policies of the Federal Government. 

With your permission, Mr. Chairman, I should like to have those 
sections of the national municipal policy included in the record of 
these hearings. I refer to sections 14, 30, and 31, of the national 
municipal policy. 

Mr. ions. Do you have them attached to your statement ? 

Mr. Tucker. I have acopy here. 

Mr. Rarns. They may be included, Mayor. 

(The national municipal policy is as follows :) 
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AMERICAN MUNITCTEPAL ASSOCIATION 
WASHINGTON + curircaco 


uniting 13,000 cities and towns through state associations and direct city membership 





The National 


Municipal Policy 


MUNICIPAL ASSOCIATION MOVEMENT 


The municipal governments of America should represent the “public 
interest in matters of state and national policy affecting the lives of the 
citizens. Without intending to arouse a conflict between public and private 
interests it is apparent that private interests make their impact in state and 
national affairs through their Assocations. It may be said that the Congress 
and the state legislatures represent the public interest—but they also repre- 
sent the private interests as well since they were selected by the private 
citizens and not by some other public body. Therefore state associations 
and a national organization of municipal governments may appropriately 
represent the “public interest’ at the state and national levels in matters 
which are generally the local responsibility of municipal officials 
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NATIONAL MUNICIPAL POLICY 
of the 
AMERICAN MUNICIPAL ASSOCIATION 


The National Municipal Policy is the vehicle through which the 13,000 
municipalities affiliated with the American Municipal Association move forward 
together toward the goal of better local government. 


The policy sets forth the aims and purposes of municipalities. It sug- 
gests broad areas of responsibility for municipal, state and federal authori- 
ties on matters affecting localities. 


Formulation and execution of national municipal policy is a democratic 
process. Starting in mid-summer each year, the membership is polled for policy 
suggestions. New and previously approved statements are then carefully 
reviewed by officials of member cities and state leagues of municipalities in 
49 states, by special committees and finally by the resolutions committee. 
Those which are approved by the resolutions committee are submitted for 
consideration by the policy-making body which consists of the voting delegates 
to the annual American Municipal Congress. 


Once adopted, the policy becomes the foundation around which municipal 
officials, acting through their state leagues of municipalities and the American 
Municipal Association, build their legislative action programs in city councils, 
state legislatures and the national Congress. It is being distributed to repre- 
sentatives of all levels of government and others to promote increased under- 
standing and support for these programs which vitally affect the great majority 
of our people. 


PATRICK HEALY, JR. 
Executive Director 
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A SUMMARY OF FEDERAL LEGISLATIVE 


OBJECTIVES FOR 1960 


(Details will be found in the complete 
statements following this summary.) 


AIR POLLUTION CONTROL: Support amendments to 
Public Law 86-365 to increase authorization for federal 
grants to expand and accelerate air pollution control re- 
search and programs. 


AIRPORTS: Congress is urged to enact as soon as pos- 
sible and the President is respectfully urged to approve 
legislation comparable to S. | of the 86th Congress revis- 
ing the Federal Airport Act to provide for a five year pro- 
gram and authorizing one hundred million dollars for 
each of the five years and an additional seventy-five mil- 
lion dollars to be used on a discretionary basis during the 
five year program. 


AREA REDEVELOPMENT: Urge the Congress to enact 
and the President to approve the Area Redevelopment Bill 
S. 722 as reported by the House Banking & Currency Com- 
mittee during the first session of the 86th Congress. 


ATOMIC ENERGY: Urge that the Atomic Energy Com- 
mission sponsor specific studies that may be needed such 
as transportation and handling of nuclear materials, dis- 
posal of radioactive wastes, special training of local per- 
sonnel and development of needed local ordinances, and 
that the result of such studies be made available in guide 
form suitable for use by local officials. 


CENSUS: Urge the Congress to authorize the institution 
of a quinquennial census of population. 

Urge the Congress to provide adequate funds for the 
conduct of the Census of Governments at five year inter- 
vals as authorized by law. 


CIVIL DEFENSE: Urge the Congress, under the authority 
granted it by Public Law 85-606 to provide matching 
funds to share the costs of state and local personnel, to 
procure, distribute and maintain needed radiological de- 
tection equipment, and to train state and local civil de- 
fense personnel. 


Urge the Congress to continue laws which give to all 
civil defense agencies a high priority in procurement of 
such federal surplus properties as are necessary to the 
organization, maintenance and operation of an effective 
civil defense and disaster program. 


Recommend that the federal government develop a 
nation-wide program of shelter protection against blast, 
heat, and radiation effects of nuclear explosives. Recom- 
mend that the federal government provide funds to finance 
the construction of shelters in cooperation with state and 
local governments especially school and institutional shel- 
ters and shelters in other public buildings. 


DISASTER INSURANCE: A federal plan for natural dis- 
aster insurance 


FINANCING MUNICIPALITIES: The House Ways & 
Means Committee is urged to repudiate at the earliest pos- 
sible moment the suggestions for the taxation of state and 
local financing. 

The Congress is urged to amend Section 51-36 of the 
revised statutes of the United States to authorize commer- 
cial banks to underwrite revenue types of government 
securities and allow commercial banks to compete freely 
with other financial institutions for these issues. 

The Congress is urged to enact legislation which will 
broaden the market for municipal bonds by permitting 
regulated and unregulated investment companies to dis- 
tribute the interest on such bonds to their shareholders 
without loss of the tax exemption. 

The Congress is urged to direct that a study be made 
for the specific purpose of determining which communi- 
ties are most adversely affected by the existence of federal 
holdings to the end that federal relief be granted to these 
communities. 


PAYMENTS IN LIEU OF TAXES: Urge the Congress 
to adopt the recommendations of the Commission on Inter- 
governmental Relations and “inaugurate a broad system 
of payments in lieu of property taxes to state and local 
governments.” 


FEDERAL TAX AVOIDANCE: Congress is urged to en- 
act legislation which will prohibit the operation of private 
contractors doing work for the federal government from 
being exempt from nondiscriminatory state and local taxes 
normally imposed on private persons engaged in substan- 
tially similar operations. 

The Congress is’ urged to pass legislation to permit 
states and other duly constituted taxing authorities to sub- 
ject all persons to liability of the payment of personal and 
inventory taxes on all personal property and goods in 
process and permit the levy of taxes thereon until such 
time as the governmental agency ‘contracting for such 
goods assumes possession for its final governmental use. 


TAX WITHHOLDING: Provide for the withholding of 
municipal taxes at federal installations on the same basis 
as such taxes are withheld by private employers. 


FEDERALLY OWNED PROPERTY: Urge the Congress to 
enact the necessary federal laws consenting to the assess- 
ment of federally owned property for special benefits. 

Urge the Congress to create a special federal commis- 
sion for the specific purpose of examining all the real 
property holdings of the federal agencies and recommend- 
ing which properties can be safely and wisely disposed of 
and thus be subject to local taxation. 


HIGHWAYS, ROADS & STREETS: Congress is urged to 
amend the Federal Aid Highway Act of 1956 to provide 
that any further increases to the interstate mileage should 
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be based on a fair and equitable share devoted to urban 
areas on the basis of need. 


Congress is urged to amend the Federal-Aid Highway 
Act of 1956 so as to prohibit any diversion of highway 
funds for the relocation of privately owned utilities. 


Congress is urged to insure the early and prompt com- 
pletion of the interstate system with the appropriate pro- 
vision for urban areas. 


Congress is urged to enact legislation which would 
establish by law a federal aid urban system‘ of arterial 
streets which system shall be in addition to the federal 
primary and interstate systems of highways in urban areas. 


HOSPITAL CONSTRUCTION: Urge the Congress to 
amend the Hill-Burton Act so as to provide needed assist- 
ance to metropoli hospitals requiring remodeling, ren- 
ovation, repair and expansion of old and obsolete plants 
and facilities. 





HOUSING: Urge the Congress to strengthen the public 
housing program by (1) restoring the original authoriza- 
tion for the total number of units set forth in the 1949 
Act and (2) make certain the program is adequate in size 
and scope to meet normal demands as well as peak de- 
mands of families displaced by urban renewal. 


Congress is urged to initiate a housing program to make 
good homes available to middle income families at costs 
they can afford and if necessary to achieve this goal pro- 
vide for direct government loans for the program. 


Congress is urged to initiate a comprehensive investi- 
gation of all phases of the housing and urban renewal 
programs. 


INTERNATIONAL MUNICIPAL COOPERATION: Urge 
the Congress to authorize and appropriate the funds needed 
to adequately staff the United States Information Agency 
posts so that they can carry on functions vitally needed 
to assist the People-to-People programs. 


JUVENILE DELINQUENCY: Establish a National Advis- 
ory Committee on Juvenile Delinquency, provide grants- 
in-aid to state and local governments to combat juvenile 
delinquency, and to train personnel in the field of juvenile 
delinquency. 


LIBRARIES: Extend the program of federal grants to 
rural library systems to cover metropolitan library systems. 


METROPOLITAN PROBLEMS: Urge the Congress to 
provide that financial assistance granted under federal aid 
programs be based on the total population served in an 
area rather than the population of the unit of government 
designated to perform the service. 


MASS TRANSIT: Congress is urged to enact legislation 
which will provide for long term, low interest federal 
loans to be made available where necessary to municipali- 
ties or publicly constituted bodies for new commuter 
equipment for the improvement of intra-city mass passen- 
ger transportation facilities. 


NATIONAL TRANSPORTATION POLICY: Congress is 
urged to undertake a comprehensive study of all forms of 
transportation and recommend a Nationa! Transportation 
Policy as a guide to legislative and administrative de- 
cisions in the fields of transportation. 


PUBLIC WORKS: Congress is urged to develop federal 
legislation which will assist communities of all sizes par- 
ticularly small communities in their efforts to provide ade- 
quate public facilities. 


RADIO COMMUNICATIONS: Appointment of a radio 
study group similar to the 1944 Radio Technical Planning 
Board. 


SOCIAL SECURITY: Extension of optional social se- 
curity coverage to municipal police and firemen in all 
States. 


SURPLUS FEDERAL PROPERTY: Sale to state and local 
governments of federal surplus property at private or 
negotiated sale. 


URBAN RENEWAL: The President is urged to appoint 
a new Advisory Committee with full representation of 
mayors and other municipal officials to study and recom- 
mend a national workable program designed to eliminate 
slums and blight throughout America through federal 
and local cooperation. 

The Congress is urged to recognize the long-term needs 
of urban renewal and authorize a ten-year program with 
an annual authorization for capital grant reservation funds 
of six hundred million dollars a year. 


Congress is urged to enact legislation which will provide 
additional assistance to small businesses dislocated as a 
result of urban renewal activity. 


URBAN PLANNING ASSISTANCE: The Congress is 
urged to appropriate a minimum of five million dollars 
annually to carry out this important urban planning pro- 
gram. 


URBAN RENEWAL RESEARCH: Urge the Congress to 
appropriate $200,000 to provide for the administration 
of the $5 million research program it has already ap- 
proved and urge a continuing federally financed urban 
research program on a scale commensurate with the fine 
research program undertaken by the Bureau of Agricul- 
tural Economics. 


URBAN POLICIES OF THE FEDERAL GOVERNMENT: 
Urge the Congress to authorize the creation of a Depart- 
ment of Urban Affairs to be headed by an official of Cabi- 
net rank and urge that the House of Representatives and 
the Senate create standing committees on Urban Affairs to 
deal with legislative matters affecting urban areas. 


WATER RESOURCES: The Congress is urged to continue 
and expand the 1956 Water Pollution Control Act by pro- 
viding for an expanded program of research in waste 
treatment methods; by liberalizing the financial provisions 
of the Act; by raising the percentage of the federal con- 
tribution and by increasing the annual authorization from 
$50 million to $100 million; by permitting communities to 
join together to build a common treatment plant and to 
receive individual grants based on their pro rata share of 
the ultimate cost of such projects. 


Congress is urged to enact legislation which will pro- 
vide water storage for the purpose of low flow augmenta- 
tion for essential pollution waste treatment discharges 
and to improve the quality of municipal supply. 

Congress is urged to provide for municipal representa- 


tion in all federal planning bodies concerned with water 
resources development and utilization. 
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AIR POLLUTION 


@ The increasing threat to the health of the people 
of the nation, and particularly those in its metropol- 
itan areas, posed by the present and constantly in- 
creasing volume of hydrocarbon concentrations, alone 
and in combination with other combustion contam- 
inants discharged into the atmosphere, makes imper- 
ative that every possible step be taken by those pri- 
vate and governmental agencies best able to assess 
the effect and control the emission of such contam- 
inants from motor vehicles, the only presently uncon- 
trollable major source of such contaminants. We 
therefore resolve: 
1-1, The American Municipal Association has previously doc- 
umented its concern relative to the problem posed by constantly 
increasing amounts of hydrocarbon concentrates emitted into 
the atmosphere together with the other combustion contami 
nants contributing to this problem. The association believes 
that some degree of progress has been made through programs 
initiated by grants made possible by the Air Pollution Control 
Act (P.L. 159). The Association compliments the Congress for 
its action in extending the authority in this respect but regrets 
that no provision was made for increasing the federal financial 
——-. 

This Association urges the Congress to amend the provisions 
of P.L. 86-365 so as to revise upward the authorization for fed- 
eral grants intended to promote Air Pollution Control research 
and programs 
1-2. As the industry having primary responsibility for abate- 
ment of contaminants emitted by motor vehicles, the motor ve- 
hicle manufacturing industry of the United States is requested 
and implored to report with all possible dispatch to the nation, 
the states, and its cities concerning 

(1) Its constructive accomplishments to date in meeting this 
potential threat to the public health; and 

(2) Planned future efforts to meet and avoid or minimize it, 
and the time scheduling of such efforts 


ATOMIC ENERGY 


@ Local communities and local officials have a direct 
concern and interest in the peaceful applications of 
atomic energy. The developments in this field mean 
new processes, new products and new types of indus- 
trial plants in many localities. It also means new con- 
siderations in the operation of local government, in 
the responsibilities of local officials, and the health 
and safety of local people. Already several thousand 
firms and laboratories are licensed to use nuclear ma- 
terials in some 1500 cities and towns across the coun- 
try, and the number is increasing. 


If local officials are to properly discharge their re- 

sponsibilities for the health, safety and welfare of 
their communities, it is necessary that they be in- 
formed about the developments in this field, and the 
specific community problems that result. In view of 
the continuing expansion in this field, it is imperative 
that local communities begin immediate preparations 
to deal with the impact of the peaceful atom on 
health, fire, police, planning and other activities of 
local government. We therefore resolve: 
2-1. We urge the Atomic Energy Commission and other re- 
sponsible organizations including industry to sponsor and assist 
in the preparation of such specific studies as may be needed to 
assist local governments to adjust to the impact of peaceful 
atomic energy activities such as: transportation and handling of 
nuclear materials, disposal of radioactive waste, special training 
of local personnel, and development of needed local ordinances 
Further, that the results of such studies be published and made 
available in guide form—suitable for use by local officials 
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Standards and model codes and ordinances are urgently needed 
to guide and assist in local programs. Research in this area should 
push ahead unabated. The National Committee on Radiation 
Protection, The American Standards Association, and other 
groups should be encouraged to accelerate their efforts. The fed- 
eral government, professional and industry groups should provide 
all possible assistance. 


2-2. When atomic energy licenses are issued, prompt notice 
should be given to the communities in which the licensees are to 
operate. At present, although the locality may be the first to get 
the impact, it is often the last to know. Delay may be dangerous 
by causing neglect of essential local protective measures. It may 
be nesessary for the AEC to notify communities directly in order 
to assure prompt local notification 


2-3. Member municipalities are urged to pass an ordinance re- 
quiring those who handle and use atomic or radioactive materials 
in the community, to register same with local government and 
that a specific local officer be designated for that purpose. Cities 
are also urged to consider setting up of proper facilities to moni- 
tor the radioactive conditions in the atmosphere, water supply 
and general environment. 


2-4. A central clearing house of information on the local im- 
pact is urgently needed. At present it is necessary for local offi- 
cials to make requests to many different offices in order to find 
out what information is available on such basic matters as stand- 
ards, training and the like. Then, the information is often incom- 
plete. A central clearing house of information in this field should 
be set up on a national basis at the earliest possible time, and its 
location should be publicized 


2-5. Training is a critical factor in local programs. Prompt ef- 
fort should be made to build a reservoir of health and engineering 
personne! with a background in radiation use and protection. 
This is a long range objective, and will require the cooperation of 
all levels of government, educational institutions and other 
groups. Meanwhile, special programs are needed to provide 
existing local personnel with necessary training. The federal 
government should quickly provide assistance and financial sup- 
port to stimulate efforts under P.L. 86-373 


Atomic Energy and Public Health 

2-6. Important in the consideration of the development of new 
and challenging applications of atomic energy is the need to safe 
guard all persons from the dangers of ionizing radiation. The 
Association believes the establishment of a Federal Radiation 
Council to be a salutory move toward the much needed coordi- 
nation of federal agencies involved in this complex problem. The 
Association views with some apprehension the continuation of a 
situation where no single federal agency is delegated sole respon- 
sibility for the protection of the public's health from the harmful 
effect of ionizing radiation. In future delegation of authority and 
responsibility from the Atomic Energy Commission to state gov- 
ernments, as authorized by P.L. 86-373, the AMA urges that cog- 
nizance be made of the important role to be played by municipal- 
ities and that procedures be established whereby these municipal- 
ities can and will be involved in all plans and operations which 
may affect them. 


CENSUS 


e@ Economical and efficient operation of municipal 
government depends in part on adequate information 
and state and federal agencies which collect and dis- 
tribute facts on municipal government should be en- 
couraged to strengthen and expand their work. A 
good statistical agency in each state should gather 
municipal data in a uniform manner mutually agreed 
upon by representatives of the federal, state, and 
local governments. The work of federal agencies 
would be minimized, and more complete and current 
information would be available. It is highly desirable 
to discuss public matters on the basis of fact, but only 
a minimum amount of comparable information is now 
available on a national scale. Municipal government 
policy should be directed toward the strengthening of 
the agencies which can collect and publish desirable 
municipal data. (1955, revised 1957) 
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Census of Population 
3-1. Because of the continuing high rate of population increase 
and the highly mobile nature of our population, we recommend 


to the Congress that they institute a quinquennial census of popu- 
lation. 


Census of State and Local Governments 


3-2. In view of the value to municipalities and to the Nation at 
large of the information provided by the periodic census of gov- 
ernments and by related current government statistics of the Bu- 
reau of the Census, we urge that the Congress provide adequate 
funds for the conduct of the Census of Governments at five-year 
intervals as authorized by law and for the maintenance of current 
Bureau of the Census reporting on government finances and em- 
ployment. 


CIVIL DEFENSE 


@ Adequate civil defense, which includes the ability 
of all levels of government to function in time of 
emergency, must be the goal and concern of Federal 
State, and local governments. If the Nation is to sur- 
vive the threat of atomic, chemical and biological war- 
fare, better plans than now exist in the Nation must be 
prepared and made operative. 

Not only have Soviet scientists developed a variety 
of interspace missiles, but they have also demonstrated 
the ability to place these missiles on distant targets. 
The probable existence of Soviet intercontinental bal- 
listic missiles aimed at cities of the free word, including 
the cities of the United States, emphasizes the danger 
facing our Nation. Moreover, the threat of destruction 
of seaboard cities from missiles hurled from submarines 
has become more serious. The spread of atomic weapon 
technology to hostil nations, including Communistic 
China, is a matter of grave importance. 


As contamination by radioactive fallout can make 
uninhabitable, areas far distant from target cities, civil 
defense is a matter of the highest importance not only 
to these cities, but to smaller communities and rural 
areas as well. 

The threat posed to our national survival and the 
survival of people all over the world calls for our sup- 
port of Federal policies leading to the international 
control and inspection of armament plants where city- 
destroying weapons are manufactured. Such _inter- 
national inspection and control, however, may be slow 
in coming forth, and therfore, it is vital that there be 
developed the strongest of coordinated Federal, State, 
and local plans to provide for the protection of life and 
property in the United States. The National Plan for 
Civil and Defense Mobilization, as promulgated by the 
President, stating principles, responsibilities, require- 
ments and broad courses of action for the Federal, State 
and local governments and for the American people, 
fulfills a critical need in the coordination and direction 
of the civil defense effort of the Nation. All levels of 
government are urged to plan, prepare and undertake 
action in conformance with the Plan. 

Civil defense plans should provide for the dispersal 
of vulnerable populations and for their reception into 
prepared reception areas when sufficient warning exists 
Such plans should further provide for shelters for the 
population against lethal radioactivity, either in the 
population's original locality or in reception areas. The 
National Policy on Shelters as promulgated by the 
Office of Civil and Defense Mobilization must be rap- 


idly implemented, and a long-range plan of shelter 
against blast and heat as well as radioactive fallout 
should ultimately be developed. 

The immediate post-attack task will be to provide 
essential resources for the surviving population, a task 
which must be carried out locally. This means that pre- 
attack plans must be developed by our municipal gov- 
ernments to assure that remaining resources will be 
available and used, first for human survival, and later 
for the rehabilitation and reconstruction of our society. 
In short, we must know how to manage our resources 
under emergency conditions in order to survive the con- 
sequences of atomic, chemical, and biological warfare. 
Resources mobilization readiness is an essential ele- 
ment of an adequate posture of National security. 

The Congress of the United States has recognized 
that there is constitutional responsibility on the part of 
the Federal Government for civil defense and has 
passed Public Law 85-606 which makes the Federal 
Government jointly responsible with State and local 
governments for Civil defense. The Federal Govern- 
ment must make the-necessary matching appropriations, 
as envisioned under this Law, to share the cost of State 
and local personnel in improved civil defense organi- 
zations, to provide adequate funds to procure, distrib- 
ute, and maintain equipment, and to train State and 
local civil defense personnel. 

We support the comprehensive policy of the Office 
of Civil and Defense Mobilization which is directed 
toward increasing the capabilities of State and local 
governments to function during an emergency: 

(1) By the establishment of lines of succession in 
depth for the executive, legislative and judicial 
branches; 

(2) By the preservation of records necessary to the 
continued operation of government; 

(3) By the obtaining and equipping of alternate 
locations from which emergency government 
operations can be conducted; and 
By the full ultization of all personnel, facilities 
and equipment in a properly trained and coordi- 
nated program. 

Continuing attention must be given to all other 
aspects of civil defense as they affect our national pre- 
paredness, including, among others, the broad training 
program of the Office of Civil and Defense Mobiliza- 
tion Staff College, assistance to local training programs, 
and the public information program. 

States, municipalities and localities should make a 
concerted effort to reappraise, review and strengthen 
their facilities, programs and policies for the efficient 
administration of civil defense. 

It is the consensus of many municipal officials that 
there is insufficient awareness of the dangers to the 
American nation on the part of the American people 
and their political leaders. This has resulted in a degree 
of apathy in the federal Congress, in state legislatures 
and in many municipal governments which have failed 
to make adequate appropriations to protect the people 
of the United States. The message of civil defense 
must be promulgated to reach the people so that they 
will support the efforts of their local officials attempts 
to provide for adequate civil defense for the cities. 

We call upon the President of the United States and 
the leaders of the Congress, the governors of the states 
and the state legislatures to spend more funds to bring 
to the people the message of civil defense. 


(4 
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4-1. There should be i heav is on the educa- 
tion of people on the effect of atomic, " viological and chemical 
weapons so that they can make advance personal decisions for 
their own safety consistent with official plans since the entire na- 
tion is highly vulnerable. 


4-2. Since the threat of atomic, biological and chemical attack 
is so enormous, all members of Congress ought to continue 
thoughtful and well considered action in international affairs so 
that the very’existence of American cities is not jeopardized. 


4-3. We urgently request the Congress to provide a more com- 
plete and adequate financial program for civil defense, which rec- 
ognizes the se importance of protecting and defending our 
d that the Congress, under the author- 
ity granted it nee Public Law 85-606, provide matching funds to 
share the cost of State and local personnel, to procure, distribute. 
al detection equipment, and to 
train State and local civil defense personnel. 


4-4. Since certain federal agencies are advocating limited dis- 
persal of industry over a period of time, state associations affili- 
ated with the American Municipal Association should recom- 
mend to their state legislatures a study of the effect of federal 
dispersal plans as they may affect the financial, economic and 
political structure of cities within the target area or states them- 
selves. 


4-5. We recommend that the Congress of the United States con- 
tinue laws which give to all civil defense agencies a high priority 
in the “rr of such federal surplus properties as are nec- 
essary to the o ¢ and operation of an 
effective civil defense and disaster program 


46. Educators should be encouraged to include a basic course 
on the need for civil defense and disaster preparedness planning 
as a part of the course of study of all whesh with emphasis on 
the importance of volunteer help in civil defense organizations. 

Civil defense and disaster preparedness have become a perma- 
nent part of our American way of life, and . eeeumenase of this 
point of view at the school level will assure the development of a 
reservoir of informed adults ready to assume their responsibilities 
in local civil defense and disaster organizations. 


4-7. We recognize that there will be difficulty in sustaining a 
proper level of civil defense preparedness if international tensions 
lessen. We also recognize that we cannot allow the preparedaess 
to fall below a position which makes the nation vulnerable and 
unready for sudden emergency. 

Therefore, federal, state and local governments should stress 
the use of trained cadres of civil defense workers for civil and 
natural disasters. The concept of civil defense should not neglect 
the primary concept of aid in civil disaster. 














4-8. An effective civil defense organization depends on the peo- 
ple's awareness of its importance to community security, and to 
state and national security. People need facts about the rea! na- 
ture of the national emergency in order to be convinced of the 
—, of civil defense. Only the Federal Government has the 
acts. 


49. Cities need a defense manpower policy with the same con- 
sideration given to their mani uirements as is given to 
the requirements of the military and to industrial production. 


4-10. The federal government should be free to deal directly 
with critical target cities and areas whenever circumstances make 
it necessary. It should not be bound by law or policy to deal only 
with a state government regardless of competence or adequacy 
of organization. 

411. The American Municipal Association respectfully re- 
quests and urges the President of the United States and the Sec- 
retary of Defense to adopt and enforce policies relating to the 
“military and manpower” recruitment of municipal personnel 
which will preserve the capacity of municipal government to pro- 
tect its citizens and to discharge its national obligations for civil 
defense in case of national emergency. 

4-12, The federal government should establish a system of issu- 

ing priorities for critical items in times of national emergency 

A single agency should determine these priorities and the essen 

tial needs of municipalities should be given a preference at least 
equal to that afforded private industry 


Joint Responsibilities of Federal, State 
and Local Government 
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of government located in the support areas the full realization of 
the immensity of the problems that will befall them following 
dispersal or evacuation of a major target area 


4-14. States must assume an even greater responsibility in coor- 
dinating and assisting development of civil defense plans and pro- 
grams especially in arrangements to be made between target and 
support areas. 


4-15. Cities, counties and other local governmental agencies 
should fully cooperate in making such programs effective and in 
providing such aid as may be required within the limits of their 
resources. 


4-16. All levels of government especially municipalities should 
review their present legislation regarding civil defense and disas- 
ter preparedness in the light of present day requirements. Action 
should then be taken to make necessary enactments, amendments, 
revisions or deletions of municipal ordinances. Existing state 
legislation should be reviewed by affiliates of the American Mu- 
nicipal Association and necessary legisl: action sp dto 
bring Civil Defense and Disaster preparedness laws up to date 


4-17. Federal and state programs for the expending of highway 
funds in target areas should be increased to allow for rapid vol- 
untary dispersal of le if the community desires it. We feel 
that this program will allow people to live in or near a target city 
and still have a means of protection. This tremendous investment 
made in our cities need, therefi not b d nor would 
it be necessary to invest additional large sums in new facilities. 








4-18. State and federal policies allowing for grants-in-aid for 
slum clearance and urban redevelopment should be kept consist- 
ent with civil defense requirements for reduction of the richness 
of target areas. 


4-19. We recommend that the Federal Government, through 
the Office of Civil and Defense Mobilizat' on, develop a nation- 
wide program of shelter protection against blast, heat, and radi- 
ation effects of nuclear explosives. Ultimately, shelter protection 
should be provided in as many new buildings as possible, and. 
where necessary Federal, State and local laws Must be amended 


hy ‘ 





to require such construction. We d that a 
study be made of current Teilhings practices in providing shelter 
in both public and private bui We further recommend that 
the Federal Government provide f funds to finance the construc- 
tion of shelters in c ration with State and local government, 
especially School and Institutional shelters and shelters in other 
public b We rec d also that the dual purpose use 
of shelters be. given consideration so that shelters made as 
self-liquidating as possible 


4-20. All levels of government should review the fiscal prob- 
lems involved not only in the preparation of defense but involved 
in operating an economy after a major attack. This means that 
not only will there have to be an appropriation of funds for target 
and support areas, but it also means that a financial policy must 
be evolved in case the major production and financial centers are 
destroyed 


4-21. Federal and state governments should give particular at- 
tention to the planning for and the providing of all possible finan- 
cial and all other necessary assistance to support areas, without 
which they will be unable to meet the burdens placed on them 





4-22. We recommend that the federal government through 
FCDA maintain a broad and comprehensive program for the 
training of Civil Defense activity 


Responsibilities of Local Governments 


4-23. Target cities should study methods of providing alternate 
water and power supplies for their own benefit. 

4-24. Cities must study the problem of zoning and construction 
codes to reduce their own vulnerability, particularly to fire and 
blast hazard. 


4-25. Civil defense and disaster preparedness should be a part 
of every municipal employee's training and civil defense and dis- 
aster assignments should be made so that the employees are bet- 
ter equipped to carry out their responsibilities. 


4-26. Target cities where dispersal is considered possible should 
develop and maintain close liaison with suburban and rural gov- 
ernmental units for mutual aid and cooperative surveys and 
agreements on welfare, medical and evacuation problems. 


4-27. We recommend continuation of survival plan studies for 
states and | cities and urge that they be definite in objectives and 





4-13. Federal, state, county and city civil defense or 
especially by training and education, should bring home to units 


acc These plans must be completed, tested and 
kept i in a state of operational readiness. 








~ ——— 
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4-28. We recommend that the Secretary of Defense in consul- 
tation with the OCDM establish and implement an effective pro- 
gram of training active and reserve military personnel in civil 
defense duties as a defined part of regular military training and 
all military personnel should be given a civil defense assignment 
compatible with their military assignment and mission. 


4-29. The federal government and the Director of OCDM 
should have special authority to coordinate and assure the prepa- 
ration of the civil defense plans of metropolitan areas that reach 
across many local government boundaries and state boundaries. 


4-30. We recommend and urge the Office of Civil and Defense 
Mobilization to provide more active leadership and more effec- 
tive guidance to our State and local officials in order that they 
may develop plans now for the effective utilization and manage- 
ment planning at State and local level resources under emer- 

gency cond It is that one or more pilot 
Sudies to these ends be undertaken under .OCDM auspices 
generally available to guide and 
management planning at State and local levels throughout the 
country 


4-31. We support the objectives and concepts contained in the 
sample Records Management Act offered to the States by the 
Council of State Governments in its “S d State L | 
Program for 1960,” and urge the enactment of this or similar 
State legislation. 











DEPRESSED URBAN AREAS 
(Area Redevelopment) 


@ While the recent upturn in the American economy 
has significantly reduced the level of unemployment 
there still remains a hard core of American communities 
which have only been moderately helped by the im- 
provement in business. These are communities in which 
the basic industries have been closed, or are shrinking, 
or where unemployment has been persistent because the 
rise in productivity has outpaced the growth in demand. 
In these areas, unemployment has continued at sub- 
stantially high levels and in many of them there is little 
immediate expectation for significant improvement. 

In May 1959, there were at least 179 urban labor 
markets which would be classified as chronically dis- 
tressed spread throughout the states. The importance 
of these distressed labor markets is revealed by the fact 
that they contain ten million persons or one-seventh of 
the country’s total work force. 

The people in the distressed urban areas, when joined 
by the residents in the 663 rural counties in which 
there are chronic underemployment and grossly sub- 
standard levels of living, constitute a substantial pro- 
portion of our population. They cannot be overlooked 
or forgotten. 

Many of these areas have tried vigorously and per- 
sistently to improve conditions and to promote new 
economic activity and encourage the establishment of 
new industries. Many such programs have been widely 
heralded for their accomplishments. But the deeply 
depressed areas have found that their resources, both 
financial and technical, are simply inadequate. They 
cannot rebuild their communities into thriving economic 
centers without further assistance. 

Outmigration from these distressed areas is no solu- 
tion. Already the rate of mobility is extremely high in 
the United States and these migrants have placed a great 
burden upon the new communities to which they have 
gone. 

It would be unfortunate for the United States to con- 
tinue to be indifferent to the plight of these under- 
employed and unemployed persons and to the com- 
munities which have been left stranded on the onward 


8 


march of the American economy. The redevelopment 
of these areas would ultimately prove more economic 
than their neglect and continued deterioration. 

Both major parties and leaders within them have 
endorsed the ig oe of assistance to the chronically 
distressed areas. The Congress passed such legislation 
last year and is considering such legislation in the 
present session. 

We, who represent the American municipalities, can- 
not underscore too strongly the need for immediate 
action and the constructive contribution which the Area 
Redevelopment legislation could make to help in the 
construtive redevelopment of these depressed areas. As 
economically sound communities, they will not only 
productively employ their citizens, but also contribute 
substantially to the growth of this country. 

5-1. Specifically, the American Municipal Association recom- 
mends: 

1, Suppl y ploy 
vocational retraining courses. 
Loans for construction or rehabilitation of industrial plants 
Assistance for public facilities supporting industrial opera 
tions 

Technical assistance for planning community industrial de- 
velopment 

Placing government contracts in surplus labor areas on an 
equitable basis 
We endorse the principles of the Area Redevelopment Bill, S. 
722, as reported by the House Banking and Currency Committee 
and urge its adoption during the Second Session of the 86th Con- 
gress 





benefits for workers taking 
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DISASTER INSURANCE 


6-1. The American Municipal Association calls upon the Ad- 
ministration and the Congress to develop a plan for natural dis- 
aster insurance which will adequately ect our cities and 
which will allow for the maximum participation of private busi 
ness. 


FEDERAL OFFICE BUILDINGS 


e@ A heavy backlog of federal office building, includ- 
ing modern post office buildings, exists in the coun- 
try because no rational method has been established 
for the construction of such facilities. With the col- 
lapse of the federal lease-purchase arrangement for 
the construction of such buildings no new program 
has emerged which will provide for keeping abreast 
of the demand for new federal office buildings. The 
municipalities of America have a vital interest in this 
problem, not only because of the need for improving 
federal services to the citizens who reside in our com- 
munities but also because such new federal construc- 
tion can provide the cornerstone for redevelopment 
of blighted urban areas. 

7-1. We therefore ad the blish of a Federal Of- 
fice Building Corporation, patterned after the Federal National 
Mortgage Insurance Agency. Such an agency could sell bonds in 
the open market for the construction of new federal office build- 
ings, which bonds could be amortized by charging rentals to the 
federal agencies occupying the buildings. Such a device would 
not only provide a means for keeping abreast of the need for new 
office buildings, but would not add to the national debt nor re 
quire annual appropriations from Congress 





FINANCING MUNICIPALITIES 


@ The municipal governments are entitled to suf- 
ficient revenue to finance the activities required of 
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them by custom or law. The revenues they need will 
be determined by the responsibilities they assume. In 
general the public interest will be served best when 
the public officials who are responsible for an activ- 
ity are also responsible for raising the revenue. Sources 
of revenue should be allocated in such a way that un- 
reasonable duplication is eliminated. Real estate taxes 
should be used solely by local governments. Each 
property should be assessed by only one governmental 
unit. Even though some types of property can be best 
assessed and taxed by the state, still the revenue in such 
cases should be returned to the local governments as 
unearmarked, shared taxes. We therefore resolve: 


8-1. Where the local citizens demand a local service they must 
expect to pay for it. When a state imposes duties or standards of 
performance on a local government, the state should be respon- 
sible for providing the money necessary to carry out its mandates. 
Where social services require expenditures that cannot be financed 
appropriately from local revenues, then the state (or in some 
cases the federal) government must furnish the funds for equali- 
zation. 


8-2. Within the reasonable limits of their economic ability, and 
considering the funds withdrawn by state and federal taxation. 
the municipalities should be permitted to raise as large a portion 
of their revenues as they can from locally imposed taxes. 


8-3. The states cannot appropriately say that municipalities can 
solve their revenue problems alone if given the right to use a 
greater number of local revenue sources. Such a theory is not 
sound because the state may take for its own use some easily- 
collected highly-productive sources such as sales, income, and 
gasoline taxes, while requiring local governments to finance from 
inadequate sources the cost of city streets, traffic control, educa- 
tion, social services, and many others. But the municipalities 
should be permitted to adopt a larger number of taxes for local 
use. Unless the state provides adequate revenue by other meas- 
ures, municipalities which can administer them should be author- 
ized to use as local taxes the payroll-income tax, local sales taxes, 
license taxes based on volume of business, cigarette and tobacco 
taxes, amusement or admission taxes, hotel taxes, liquor taxes, 
utility taxes, and various service charges. 


8-4. Simplicity and directness of the entire local, state, and fed- 
eral tax system should be considered when new local taxes are 
imposed. If a single new tax can equitably provide additional 
needed funds, it would be preferable to use one tax instead of 
many. A logical and orderly tax system will not evolve without 
some leadership and direction. As far as the cities are conctrned, 
the state-local tax system should be carefully planned by joint 
state and local action. Otherwise confusion for the taxpayers and 
municipal officials is bound to follow the search for new revenues. 


MUNICIPAL BONDS 


Federal Tax Immunity 


@ It is the sense of American Municipal Association 
that the constitutional immunity of the states and 
municipalities and their agencies from federal taxation 
is necessary to the preservation of the federal form of 
dual sovereignty in American government upon which 
depends the integrity of local self-government in the 
United States and with it the firmest assurance of 
democracy and the preservation of human liberties. 


9-1. Local self-government cannot survive if the federal govern- 
ment receives the power to determine local policy by sauatining 
certain local activities by federal taxation while rewarding others 
by exemptions. The constitutional immunity of state and local 
activities from federal taxation must therefore continue intact 
without exception. Therefore, we call upon the Congress to re- 
tain the statutory exemption of all state and local obligations and 
activities 


Resolution Relating to 1959 Congressional Hearings on Taxation 


WHEREAS, The Committee on Ways and Means of the House 
of Representatives, conducting hearings on “Broadening the Tax 
Base” has received numerous sugg’ for the of 
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the exemption for the interest on state and local obligations; and 

WHEREAS, These proposals betray an utter lack of apprecia- 
tion of the constitutional governmental necessities of the preser- 
vation of state and local government by suggesting that the objec- 
tives of the exemption can be as well accomplished by the substi- 
tution of federal subsidies to be granted or withheld as a matter 
of federal grace or bounty in place of a constitutional right; and 


WHEREAS, These proposals are based upon a theory of tax 
avoidance not supported by the facts, a wanton disregard of the 
importance of preserving loc*! self-government and resisting cen- 
tralization at the expense of the federal system, a failure to rec- 
ognize or attribute any importance to the fact that the continued 
ability of the states and municipalities to finance their local activi- 
ties would be seriously impaired and in many cases utterly de- 
stroyed by federal taxation and would produce no net revenue 
for the increase of governmental services as a whole or for the 
reduction of tax burdens but merely a dislocation in existing 
patterns of revenue flow and expenses between the federal and 
local gevernments at the expense of the latter; and 


WHEREAS, The Ways and Means Committee has on numer- 
ous occasions over the past twenty years received and approved a 
complete demonstration by state and municipal governors, may- 
ors, finance officers and law officers and their national associa- 
tions, including the American Municipal Association, that the 
arguments now revived against the continued exemption of state 
and municipal bond interest are unconstitutional and economi- 
cally and fiscally unsound; and 


WHEREAS, The Committee on Ways and Means has included 
the exemption of interest on state and local bonds in the panel 
discussions on “Broadening the Tax Base” while identifying six 
specific objectives of “tax reform,” without listing the objective 
of the preservation of local self-government and the federal sys 
tem as against increasing centralization in the national govern- 
ment; now, therefore, be it 


RESOLVED, By the American Municipal Association assem- 
bled at the American Municipal Congress in Denver, Colorado, 
this 3rd day of December 1959, that the Committee on Ways and 
Means is hereby memorialized to repudiate at the earliest possible 
moment the suggestions for the taxation of state and local financ- 
ing; and be it further 


RESOLVED, That the American Municipal Association here- 
by reaffirms its unalterable opposition to the taxation of state and 
municipal bonds whether or not accompanied with proposals to 
replace this constitutional right of state and local government by 
federal subsidies to be granted or withheld as a matter of federal 
bounty and grace 


Model Law 


9-2. The American Municipal Association urges state legisla- 
tures to adopt the model law providing a validation procedure for 
municipal bonds. This would minimize the filing of “nuisance 
suits.” These suits have delayed the financing and construction of 
needed municipal facilities because of prolonged litigation. The 
model law would require that all suits relating to the validity of 
an issue of municipal bonds be determined in a single validating 
—— while protecting the right to challenge the validity of 
an issue of municipal bonds in that proceeding 


Underwriting 


9-3. Cities are turning increasingly to revenue bonds to finance 
necessary public works. It is estimated that revenue borrowing 
now approaches one-half of total — financing. Interest 
charges which cities must pay for revenue financing is determined 
in large measure by the competition between financial institutions 
for these issues. Commercial banks may deal in general obliga- 
tion bonds but are prohibited by law from underwriting revenue 
bonds. This restriction in competition has the effect of increas- 
ing interest costs and as a result, the cost of many municipal pub- 
lic works is unnecessarily increased. The American Municipal 
Association calls upon the Congress to amend Section 5136 of 
the Revised Statutes of the United States to authorize commercial 
banks to underwrite revenue types of government securities and 
allow commercial banks to compete freely with other financial 
institutions for these issues 


Market 


9-4. The American Municipal Association urges the Congress 
to enact legislation which will broaden the market for municipal 
bonds by permitting regulated and unregulated investment com 
panies to distribute the interest on such bonds to their sharehold- 
ers without loss of the tax exemption 
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Municipal Credit 


9-5. Municipal credit can be protected by a national program to 
(1) improve municipal financial reports, (2) promote full disclo- 
sure of all pertinent facts affecting municipal credit, (3) encour- 
age better planning of bond issues to correspond more closely 
with investors’ wishes, (4) require that all bonds contain on their 
face all pertinent facts with respect to redemption or call, (5) 
minimize the constant unfavorable publicity about municipal 
matters. 


TAXATION 


Federal Admissions and Amusement Taxes 


10-1. The adi and tax now levied by the fed- 
eral ——_ has every bp en of a good local tax and 
should be made ilabh li which wish to use 
it. To accomplish this, the “federal government should withdraw 
from the federal admissions tax or institute a credit device similar 
to that employed with respect to the inheritance tax. 








Payments in Lieu of Taxes 


@ The American Municipal Association and the 13,000 
cities which it represents consistently have urged the 
Congress to authorize the payment to municipalities by 
the federal government of local property taxes or the 
payment of an annual sum in lieu of taxes on federally- 
owned property. The ‘Commission on Intergovern- 
mental Relations in its report to the President noted 
that the immunity of the national government from state 
and local taxation requires urgent attention. This im- 
munity reduced the tax base of municipalities. The 
burden falls unevenly, being most severe in areas where 
the value of federal property is large in proportion to 
the total property value, the Commission reported. 

Congress has from time to time recognized the neces- 
sity of obligating the federal government to pay some 
state and local taxes or their equivalent. The 84th 
Congress passed Public Law 388 which grants tem- 
porary relief to about 60 communities by authorizing 
federal agencies to make payments to local authorities 
in lieu of property taxes on property transferred since 
1946 by the Reconstruction Finance Corporation. 


The American Municipal Association commends the 
Congress for its efforts but recognizes that the measure 
does not meet the needs of our cities. What is needed 
is a greatly expanded and permanent program for 
payments in lieu of taxes. We therefore resolve: 


10-2 The impact of federal acquisition of real and personal 
property on tax rolls of local government places an undue burden 
on, and seriously threatens the continued existence of, many local 
governments. In addition, tax avoidance by the federal govern- 
ment and its departments has become a pattern for thousands of 
federal agents and private contractors, thereby drastically reduc- 
ing non-discriminatory local sales, license and excise taxes. 


10-3. The presence of tax-exempt federal property creates a 
greater burden on some communities than on others. In some 
instances federal installations make economic contributions 
which off-set in part the loss of direct tax revenue through such 
mediums as local sales taxes, satellite business establishments and 
ace anying y growth. There are other situations 
where there are no ameliorating factors of significance, and the 
net effect upon the community is clearly a depressing one. 

The American Municipal Association recommends that Con- 
gress direct that a study be made for the specific purpose of de- 
termining which communities are most adversely affected by the 
existence of federal holdings to the end that federal relief be 
granted to these communities. The study should include consid- 
eration of the following: 

(1) Communities, with large federal installations, which are 

satellites of or minor el within a I area 

(2) More or less isolated communities with federal installations 

within their boundaries 
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(3) More or less isolated communities having federal installa- 
tions situated outside their boundaries. 





10-4. The Association urges the Congress to adopt the recom- 
d of the C on Intergovernmenta! Relations 
and “.. . inaugurate a broad system of payments in lieu of prop- 


erty taxes to state and local governments.” 


10-5. The American Municipal Association urges its more than 
13,000 member municipalities to take vigorous action in support 
of in lieu legislation by direct contact with their representatives 
in Congress. 


10-6. Congress should enact legislation —_ will — the 
operations of private contractors doing work for the federal gov- 
ernment from being exempt from non-discriminatory state and 
local taxes normally imposed on private persons engaged in sub- 
stantially similar operations. 


10-7. A recent decision of the California Supreme Court pre- 
vents the collection of personal property taxes on inventories held 
by governmental contractors and subcontractors. This decision 
creates a gaping loophole in tax structure of political subdivisions 
throughout the nation which deprives political subdivisions of the 
revenues required to finance vitally needed public services. 

The American Municipal Association urges the Congress of 

the United States to pass legislation to permit states and other 
duly constituted taxing authorities to subject all persons includ- 
ing corporations to liability for the payment of personal property 
and inventory taxes on all personal property and goods in proc- 
ess and permit the levy of taxes therefore until such time as the 
governmental agency contracting for such goods assumes posses- 
sion of personal property and goods in process for its final gov- 
ernmental use. 
10-8. Until such time as a broad system of payments in lieu of 
taxes is adopted, the Association urges that the Executive Branch 
of the federal government discontinue the inequitable practice of 
placing in defense contracts a partial or advance payment clause 
Any payment under this clause regardless of amount, causes title 
to personal property used in defense production to pass to the 
federal government at the time such payment is made. This prac- 
tice results in exempting such personal property from all local 
property taxation although the property is in the possession of 
and used exclusively by the private contractors. 


10-9. The American Municipal Association will continue to 
vigorously support federal legislation providing a broad program 
of payments in lieu of taxes and legislation completely prohibit- 
ing the extension of federal tax exemption from non-discrimina- 
tory local taxes to private contractors and others doing work for 
the federal government. 


10-10. The Congress is urged to amend Title IV of the U. S 
Code to permit states and other duly constituted taxing authori- 
ties to subject persons to liability for payment of property taxes 
on property located in federal areas within such state 


Tax Withholding 


10-11. Congress should protect the integrity of local municipal 
income taxes in those states where these taxes are levied by au- 
thorizing federal agencies to withhold such taxes from federal 
employees on the same basis as that required of private employ- 
ers. The legislation should provide for withholding at federal 

i within a ble distance outside the limits of the 
city in those cases where non-residents who work in the city are 
subject to the tax 


Federally Owned Property 


10-12. Special benefits assessed to all other owners of real prop- 
erty, including the states and cities under state law, for street 
improvements, including water mains and sewers and other im- 
provements, cannot be assessed to federally owned property sim- 
ilarly benefited without the consent of the Congress expressed by 
the Federal law. The American Municipal Association strongly 
urges the Congress to enact the necessary federal laws consenting 
to the assessment of federally owned property for special benefits. 


Federal Holding, Sale and Acquisition 
of Real Property 


10-13. The existance of large federal holding of real property 
have substantial fiscal implications for local governments, fre- 
quently such federal holdings have proved a real financial hard- 
ship for the local governments within whose boundaries they are 
locat 

The American Municipal Association recommends that the 
United States Government, its departments and agencies and 
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bureaus whether civil or military declare as surplus all real prop- 
erty not absolutely essential to the necessary operations of the 
federal government 

The American vamp Association further recommends that 
all future real y ecu uisitions of the federal government be 
strictly coal hed by the Executive Branch and limited to abso- 
lute essentials. 

The American M also ds that 
the Congre$s direct all federal ee agencies and bureaus, 
civil or military, that no acquisition or disposition of federal land 

carried out by them except advance notice and con- 
sultation with local governmental offcials who have jurisdiction 
over the property involved or who may be affected as a result of 
the sale or purc 1 

The American Municipal Association urges the Congress to 
create a special federal commission for the specific purpose of 
cxmining all +4 4 property holdings of federal agencies and 
jes can safely and wisely be dis- 
ound of and thus ae subject to local taxation. 


Unreserved Federal Public Domain 


10-14. The federal government holds title to vast areas of unre- 
served public domain lands in the Western states. Revenues de- 
rived from these lands are substantially lower than revenues 
derived from similar lands owned and d by the individ: 
states, and federal administrative costs are substantially 1-4 
than state costs. Federal administration of public domain land 
has over the years been a deficit Prema requiring Eaiieney 
iations from the Congress. ishment of these fed- 
eral lands to the individual states anita result in their more effi- 
cient management use, in greater revenues to the states and 
in relief of a substantial tax burden now borne by the citizens of 
the United States at large. The American Municipal Association 
urges the United States Congress to conduct a study into the costs 
of administering federal public domain lands and into the feasi- 
bility of relinquishing these lands to the individual states in which 
they are situated. 











FIRE INSURANCE 
GRADING AND RATING 


e In order to protect life and property, municipalities 
are responsible to their citizens for furnishin Ly best 
possible fire protection service from the local funds pro- 
vided for this purpose. Because of reliance by state 
regulatory officials upon the grading of public fire pro- 
tection facilities by the National Board of Fire Under- 
writers and related regional and state agencies and the 
generally prevailing methods of determining fire insur- 
ance rates, such evaluations are a major factor in de- 
termining the expenditures of large sums of public and 
private monies. The American Municipal Association 
recognizes the continuing concern of municipal officials 
over the ever-increasing expenditures for providing ade- 
quate fire protection and is concerned with the sub- 
stantial expenditures by their citizens for fire insurance. 
To further this interest, this Association will continue 
its inquiry into fire insurance grading and rating pro- 
cedures including the following: 

(1) Revision of the fire grading schedule. 

(2) Application of the grading schedule to munici- 


(3) 
(4) 


(5) 


— 

actors affecting fire insurance rates. 

Better utilization of manpower for fire protec- 
tion. 

The development and acceptance of new and 
improved equipment and techniques of fire pre- 
vention, protection and extinguishment. 

13-1. The American Municipal Association expresses its appre- 
ciation to the United States Senate Anti-trust and Monopoly 
Subcommittee which has undertaken a study of the fire insurance 
business as a part of a broad study of the operation of the insur- 
ance industry and - its full cooperation to the subcommit- 
tee and its staff. 
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11-2, The American Municipal Association expresses its appre- 

— to the National Board of Fire Underwriters for instituting 

rogram to rewrite and modernize a. sien Grading 

ule and to consi 

ties. The American Municipal Amndiien « urges = National 

Board of Fire Underwriters and related agencies to work with 

municipalities in developing a procedure under which a prelimi- 

py! report will be made available specifically pointing out areas 

deficiency, and permitting and encouraging municipalities to 
= improvements before the grading process is completed. 


11-3. To best serve the public interest and provide to municipal 
officials a practical method for measuring fire protection facilities 
and for self-evaluation and to enable them to effectively review 
present gradings and other factors as they affect local fire insur- 
ance rates, the American Municipal Association iy an inde- 
pendent study directed toward the development of a fire protec- 
tion grading system designed to reflect current needs and condi- 
tions. 





HOME RULE 


@ The rights of home rule should be extended to all 
American cities. Within the framework of broad con- 
stitutional grants and broad statutory grants and limi- 
tations, the incorporated municipalities should have the 
right to adopt and amend their own charters and to pass 
all other local laws consistent with their powers and not 
inconsistent with the state constitution and state statutes. 
The basic right of all people in a democratic society is 
to govern themselves as long as they can do so without 
infringing on the rights of others. The extension of 
home rule would provide a more democratic govern- 
ment in the United States. At the same time, greater 
responsibility would be fixed on those persons most 
directly responsible for the conduct of those affairs in 
government which most directly affect the lives of its 
citizens. We therefore resolve: 


12-1. The people of an seempormns city should have the right 
to handle their own affairs under a constitutional grant of power 
from the state. Home rule would permit cities to am their 
own charters by action of the local electors, to choose the activi- 
ties they wish to perform, and to raise their revenue as they see 
fit. They should be free to choose their own form of government, 
not merely to operate a government given them by the state. They 
should have the right to decide for themselves what services they 
require, without asking state permission for each new —— 
ing. They should have authority to raise revenues from an wy by 
sources, without being required to beg for funds 7 pay for ow 
services they need. The municipalities should not be required to 
support state projects, pay for state services, or carry financial 
burdens imposed on them by the state. 


12-2. The principle of municipal independence carries with it 
the obligation of cities to face their own problems, to meet their 
own responsibilities, to finance their own enterprises within the 
limits of local resources, and consistent with practical economic 
and social factors. 

12-3. Local government in the United States should be autono- 
mous so far as practical and consistent with public welfare. While 
the federal government and governments of the several states 
may invoke their broad powers and greater financial resources to 
make possible some local —_ services, still these powers 
and finances should be delegated for the purpose of administra- 
tion to the muricipal authorities, in a manner consistent with re- 
sponsible local self-government. 


12-4. The American Municipal Association believes in and will 
work for effective governmental and administrative organization 
and practices in municipalities, seeking to preserve the represent- 
ative character of municipal government, and to assure the people 
a high standard of municipal service, to the end that the coat 
public benefit may result from the use of public funds. While no 
municipality can have complete autonomy, the cities should have 
the maximum local authority consistent with their position as 
i! ina ign state. 
12-5. The American Municipal Association maintains that effi- 
cient and economical municipal government can best be attained 
if the citizens of cities have both the power and the ry re- 





quire their chosen representatives to constantly seek 














13 


14 


GENERAL HOUSING 


methods of operating municipal activities, without being ham- 
strung either as to organization or financing by arbitrary restric- 
tions in state constitutions or statutes. 


12-6. The administration of elections, schools, and police must 
always remain within the control of the states and local govern- 
ments. Democratic government cannot easily be overthrown by 
a highly centralized government as long as the elections are local, 
the educational system under state and local control, and the 
lice are Me under local jurisdiction. Municipal officials 
pledge their efforts to retain control in fact as well as in theory 
under these three important activities. 


12-7. The me prepere the national franchise and local home 
of the United States Constitu- 





rule 
tion for the District ore Columbia. 


A Public Relations Program For 
Municipal Government 


Municipal government is the most representative and 
democratic form of government known to man and con- 
sistent to the basic principles of the Constitution of the 
United States. 

It is a traditional and time-proven fact that municipal 
government is the process through which municipal 
services and other governmental responsibilities can be 
provided to the most efficient, economical and pro- 
ductive advantage of the general public. 

It is a basic economic law that the cost of municipal 
services is directly related to the individual, density of 
population and distance, and close held municipal cor- 
porations can provide such services to better advantage 
than any other level of government. 


Failure of all levels of government and the general 

public to fully recognize and understand these funda- 
mental facts Oe created confusion, costly duplication 
of responsibility and services, and will result in further 
deterioration of strong central cities unless this situa- 
tion is corrected. We therefore resolve: 
12-8. That the American Municipal Association develop an 
aggressive program of education and c ration calculated to 
bring these matters to the attention of the officials in all levels of 
government and to the general public, in the most effective man- 
ner, toward the end that our municipalities shall not be frustrated 
in their orderly, healthy and progressive development. 


HOSPITAL CONSTRUCTION 


@ The provisions of the Hill-Burton Act has probably 
accounted for the greatest single contribution to the 
health of this nation in recent years. Properly directed 
toward providing —— tals in rural and smaller popula- 
tion areas, the results have more than justified the vision 
of the sponsors. As progress has been gained in this 
area, the increasing need for attention as to the prob- 
lems of providing modern hospital facilities in larger 
metropolitan areas becomes more apparent. 

13-1. The American Municipal Association, therefore urges 
that the C amend the Hill-Burton ich SO as to realistic- 
ally adjust the present disproportionate riority allotted 
rural areas so that metropolitan hospitals Poel remodeling. 
renovation, repair and expansion can receive due consideration 


HOUSING 


e@ Every person should have a decent home. The great- 
est number of homes are in cities and most of the 
people live in cities. Decent homes tend to make good 
citizens. Good homes are the best basis for an eco- 
nomically sound and socially desirable city. The munic- 
ipal government, in cooperation with other govern- 
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ments, controls the conditions <0 which homes are 
constructed. Home building can be encouraged or dis- 
couraged by municipal government activities. Munici- 
pal support for decent homes should be an active and 
not a passive part of community activity. Municipal 
governments, on a national scale, should lead a move- 
ment to provide good housing for all the people. Munic- 
ipal governments through their panel am mood should 
support, in principle, all reasonable efforts to provide 
and improve the housing of urban dwellers. We there- 
fore resolve: 


Public Housing 


The 1950 Census revealed that there were 10 million sub- 
standard non-farm housing units. President Eisenhower's Ad- 
visory Committee on Government Housing Policies and Pro- 
grams pointed out that local governments with their limited 
taxing powers are not in a position to provide standard housing 
for the low and middle income groups in our population. Private 
enterprise 4 also failed to provide adequate shelter for these 
income grou| 


Public beaches was desi, to serve a cross-section of families 


housing provided through | normal private channels. That basic 











must be more h is required 
needs of the large family, the senior citizens, 
poets the pT my family. 
There is particular need for ad Hi 


and social work services to assist families with adjustment to 
urban life and to treat the needs of problem families. There is 
also a need for adequate protective services, particularly in large 
scale projects. 

Efforts should be made to integrate public housing into the 
normal total community making use of rehabilitated homes as 
well as new structures. In sie tnd scope i should he adequate 
not only for those needs but to provide relocation housing for 
families that are —— aa through urban renewal and 
highway program acti 

We urge that the oy limits for communities to use their 
public housing commitments be extended whenever possible and 
that unused units not be dropped from the total authorization for 
the program but instead be made available to other cities. 

The local program should be uate in size and scope to 
meet normal dernands as well as peak demands of families dis- 
placed by urban renewal, the highway program and other public 
actions. 

Cities should continue to seek greater local autonomy in plan- 
ning, developing managing the public housing program to 
fit local conditions. 

The Public Housing Program should be strengthened by re- 
storing the original authorization for the total number of units 
set forth in the 1949 Act. 


Housing in Built-Up Urban Areas 


14-2. American cities desperately need more middle-income 

housing. This is supposed to be one of the prime ibilities 
of FHA. Yet the amount of FHA insured new sale or rental 
housing in built-up urban areas is a 


Current Federally aided financi . insurance 


of the Federal Government. 

Not only low-income families but even moderate income 
families are having great difficulty in obtaining new homes 
within their means. 

In order to better serve the housing needs of families in the 
middle income range, and in order to better meet the need for 
a comprehensive federal housing program to meet effectively 
the nation’s total housing requirements, an effective —. 
including a direct government loan to the extent necessary to 
make available to middle income families at costs 
they can afford, is essential. 

The Congress is urged to initiate such a middle income pro- 
gram without further delay. 

The amount of rehabilitated with FHA insurance 
under Sections 220 and 221 is negligible. FHA has failed to 
make broad scale rehabilitation an effective instrument in re- 
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newing our cities. A prompt administrative and legislative re 
view of the reasons for this failure are urgently needed. 


Federal Debenture Insurance for Rental Housing 


14-3. The Congress is urged to enact legislation which will 
assist in the financing of new rental housing by authorizing the 
development and use of a federally insured debenture of a type 
suitable for purchase by private pension funds, college endow- 
ments and other similar sources of investment capital. 


Congressional Investigation of Housing 
and Urban Renewal Programs 


14-4. Ten years after the adoption of the Housing Act of 1949, 
we believe it is time for the Congress to launch a comprehensive 
investigation of all phases of the Housing and urban renewal 
programs. 

This investigation should cover all federal housing programs, 
the federally aided low rental housing, proposed middle housing 
programs, all existing FHA programs, and housing for the 
elderly. It should include as well a comprehensive review of 
the urban renewal program. The Congressional investigation 
should deal with three aspects of the problem. 

First. Need. A re-examination of the extent of slums, blight, 
and sub-standard housing which these programs seek to meet 

Second. Program. A re-examination of the effectiveness of 
the programs authorized by the Housing Act of 1949 as amended 
to meet these various needs 

Third. Administration. An investigation of the administrative 
policies and procedures through which the legislation is being 
presently carried out by the Executive Branch. 


14-5. We protest the administrative practices of the Public 
Housing Administration and the HHFA which are frustrating 
the intent of the Congress that there be “a decent home and a 
suitable living environment for every American family.” 

Specifically, we protest administrative policies which would 
(1) abolish the preliminary loan for preparing public housing 
applications. (2) restrict cost I i to $17 th per unit 
without due regard for site acquisition and d ion costs, and 
(3) require that public housing in built up urban areas be con- 
structed as cheaply as the cheapest FHA housing constructed on 
open land.” 








INTERGOVERNMENTAL RELATIONS 


@ The relations between the federal, state and local 
governments determine the limits on the ability of 
municipalities to solve their own problems and to serve 
their citizens. Therefore, progress in American munici- 
pal governments is dependent on a proper relationship 
and understanding between the various governmental 
levels and units. 


The need for such an understanding is emphasized 
by looking at the many areas in which questions of 
intergovernmental policy and action arise. These in- 
clude federal-local relations, state-local relations, 
federal-state relations, metropolitan area problems, 
county-city relations, inter-city problems, and regional 
relationships. 


At least eight major reasons can be found for con- 
sideration of the relations between governments in the 
United States. These are: 

1. The competition for revenues. 

2. The overlapping and duplication of services. 

3. The tendency to provide so many independent 
governmental units in a geographic area that it no 
longer functions as a recognizable governmental 
unit. 


4. The tremendous effects of state and federal grants- 
in-aid on local governments. 
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5. The impact of state and federal standards and 
state and federal personnel on local affairs. 


6. The demand for local services and expenditures 
growing out of federal programs. 


7. The competition for high-grade personnel be- 
tween the federal, state and local governments. 


8. The absence of any over-all policy on relations 
betwec » the levels and units of government. 


All these relations and problems are also oppor- 
tunities—opportunities for initiative and constructive 
public action, serving the general community. 


There is no inherent antagonism between the fed- 
eral government, the states and the municipalities. The 
business of these levels of government is a joint busi- 
ness. In its over-all aspects, government should be con- 
ducted as if it were concerned with all of the people 
and with due regard for its impact on the individual 
citizen where he lives. We therefore resolve: 


Federal-Local Relations 


15-1. The American Municipal Association endorses the philos- 
ophy expressed in the 30th Report of the Committee on Govern- 
ment Operations in regard to Federal-State-Local Relations that: 
“The subcommittee believes that the interest and initiative 
for increasing the responsibilities of the states and localities 
must come from those levels of government. Responsibility 
cannot be created by a transfer of programs and tax serv- 
ices. It is imperative that the Federal Government do every- 
thing possible to promote a favorable climate for the proper 
functioning of the other levels of government. This includes 
making available to the states and localities those revenue 
sources that are not of primary importance to the Federal 
Government and which are well adopted for state and local 
use. Such action should be taken independently of Federal 
decision concerning particular grant programs. 

We congratulate the members of the committee for the 
thoroughness of their research and the excellence of their report. 
Hagen we urge oy Congress and the Administration by guided 

y the c d as ¢ d in this report 
ie is noted that many of these recommendations were earlier car- 
ried in the report of the Kestnbaum Commission, which have 
been endorsed by the American Municipal Association. 





15-2. The American Municipal Association has long recom- 
mended the creation of a permanent National Commission on all 
phases of federal-state-local relations. The Association is pleased 
that the 86th Congress passed legislation, duly signed into law, 
to create a permanent Advisory Commission on Intergovern- 
mental Relations. We are pleased that the new Commission will 
include four mayors as well as other officials familiar with mu- 
nicipal problems. 


The American Municipal Association ftom its wholehearted 
cooperation and —— for the successful operation of the per- 
manent Advisory Commission on Intergovernmental Relations 
established in the Fountain Bill (Public Law 86-380) and for the 
achievement of its objectives. 


State-Local Relations 


15-3. The extension of municipal home rule is the greatest need 
in the field of state-local relations. Under the provisions of gen- 
eral state law the municipalities should have the right to prepare 
and amend their own charters, to decide what activities they 
carry on, to have the form of government they wish, and to 
finance local government in the way they determine locally. As 
an alternate to home rule charters, cities should have the option 
of operating under standard state acts of broad scope and liberal 
variety. Basic state legislation relating to municipalities should 
delegate to, and give broad “enabling” authority to, cities to 
exercise wide discretionary powers rather than prescribe detailed 
procedures and impose undue restrictions. 


15-4. Municipalities are entitled to fair and adequate repre- 
sentation in their state legislatures. Where constitutional re- 
apportionment is required, it should be carried out. Not only do 
municipalities need more equitable representation in the state 














———————— 








legislature, but the municipalities themselves need to take action 
to see that the representatives elected from cities represent the 
interests of their municipalities. 


15-5. The structure of local government needs to be simple 
enough so that any citizen can easily determine the units of 
government to which he has obligations and from which he may 
obtain service or protection. This principle should be considered 
in the formation of appointed independent agencies, boards or 
commissions. The laws governing annexation of territory should 
be so that may be simple, fair and without 
undue delay. Seate laws should also permit the combination or 
joining of areas which desire to be brought together into a single 
government 





15-6. State legislation should permit voluntary cooperation 
through contractual agreements between municipalities. This 
voluntary cooperation will eliminate the necessity for local goven- 
ments with limited functions and will permit both the contraliza- 
tion of services and the decentralization of authority. The right 
to make such contractual arrangements will advance home rule 
by permitting voluntary action among municipalities to do things 
that otherwise would be governed by state or federal law. 


15-7. Some taxes which municipalities can appropriately use 
are collected best by the state. In such cases, consideration should 
be given to state collection and local sharing of the tax. But the 
fact that the state is the logical collector of a tax does not give it 
sole proprietary interest in the revenue from that tax. State aids 
should have a three-fold objective: to stabilize local revenue; to 
provide a return to municipalities of money which the state can 
collect more advantageously than the cities; and to maintain 
reasonable standards of service for local activities in which the 
state has an appropriate interest but which cannot be financed 
from local funds. State fiscal aid, however, should avoid dis- 
tortion of local services, should encourage local initiative and 
permit expenditures above the minimum, should not be used to 
perpetuate un-economic local practices, and should not impover- 
ish some areas for the benefit of the others. Federal and state 
taxation must not become so burdensome that local governments 
do not have enough resources to perform local functions. 


15-8. State governments should refrain from “going over the 
heads” of municipal governments in establishing hours of work, 
scales of salaries, and working conditions for groups of munici- 
pal employees. The hours of work and compensation of munici- 
pal employees should be determined solely by the municipalities. 
Conversely, local governments should not “run to the legisla- 
tures” to solve strictly local problems. 


15-9. The relations between cities and the counties which con- 
tain them need to be examined. Differing policies between cities 
and their related county governments make law enforcement dif- 
ficult, encourage tax migration, or distribute unfairly the services 
rendered by government and the revenues to finance them. There 
are many cases where city taxpayers are required to pay a dispro- 
portionate share of joint city-county agencies serving the entire 
county on an equal and uniform basis, or where the cities or their 
residents, through county taxes, pay for services rendered only to 
county residents outside the city. In addition to being basically 
inequitable and unfair, such arrangements constitute a serious 
deterrent to the orderly expansion of city boundaries and a 
source of conti g intra~ ity friction and disaffection 
Ways and means for eliminating or at least minimizing such ineq- 
uities should be the subject of continuing study by the city and 
county governments directly involved. Where necessary, state 
laws should be changed to permit and encourage a fairer distri- 
bution of the cost of local government services, especially as 
between city taxpayers and other residents of their respective 
counties 





15-10. The municipal laws of each state need to be codified so 
that municipal officials may be aware of the state laws under 
which they operate. Each state which has not done so is urged to 
undertake a codification of its municipal statutes and as far as 
possible to bring these statutes into a clearly defined single statute 
or series of integrated and related statutes 


15-11, Great progress in municipal affairs, particularly in the 
field of legislation, has been made in several states by interim 
committees or commissions to study all municipal statutes or to 
study a particular law or group of laws. Such state committees 
or commissions are an important device in the discussion of pres- 
ent laws and the preparation of comprehensive intelligent statutes 
relating to municipal affairs 
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INTERNATIONAL MUNICIPAL 
COOPERATION 


e Most municipal problems are common to cities, 
towns and villages cronghout the world. In no one 
country do city officials have a monopoly on financial 
worries. Relationships with central government and 
the day to day difficulties in handling increases in 
population and vehicular traffic, in maintaining ade- 
quate streets, public buildings, and other services con- 
cern local officials everywhere. Municipal leaders have 
long recognized this community of interests and are 
pledged to do all in their power to foster international 
municipal cooperation. Friendly exchanges of persons 
and publications and attendance at international munici- 
pal gatherings foster understanding. These activities 
benefit individuals and promote local government by 
the exchange of useful ideas. The cause of world 
fellowship and peace is also enhanced and the ideals 
of the democratic way of life are disseminated through- 
out the world, We therefore resolve: 


16-1. Municipal officials in the United States can learn much 
from the experience and practices of municipalities in other coun- 
tries and can also make available to foreign cities information on 
current ee —— in the United States. Through the 
printed word, exchange of correspond- 
ence, and in some cases, nen of personnel, all nations can 
help promote democracy and freedom. Two well-established and 
recognized international associations of municipalities have as 
their purpose the promotion of the exchange of ideas, techniques, 
and friendship among municipal officials throughout the world. 
The American Muni . urges member 
cities to participate actively in promoting the exchange of ideas 
and information through membership in the International Union 
of Local Authorities and the Inter-American Municipal Organi- 
zation. 


16-2. The American Municipal Association has clearly demon- 
strated its interest in international local affairs and has as a mani- 
festation of this interest caused the Committee on International 
Municipal Cooperation to be created. 

The American Municipal Association is a member of the 
International Union of Local Authorities ae has announced 
its intention to hold a World Conf D. C., 
on June 14 to 20, 1961. Therefore, the Aaguieed Municipal 
Congress entreats all member cities and state leagues to take 
notice of the impending World Conference of Local Authori- 
ties to be held June 14-20, 1961, and send appropriate r “4 
sentation to this first World Conference which will be 
cated to the study and discussion of new developments is 
local government and the People-to-People Program through- 
out the world 


16-3. The American Municipal Association has clearly demon- 
strated its interest in international local affairs and has as a mani- 
festation of this interest caused the Committee on International 
Municipal Cooperation to be created. 

The American Municipal Association is a member of the Inter- 
American Municipal Organization which has announced its in- 
tention to hold its Inter-American Congress of Municipalities in 
San Diego, California, in 1960. 

Because the Charter of the Inter-American Municipal Organi- 
zation requires that the national local authorities association 
serve as co-host to the Congress, the American Municipal Con- 
gress entreats all member cities and state leagues to take notice 
of the impending Congress to be held in San Diego during the 
year 1960 and send appropriate representation to this Congress. 

Passage of this resolution carries no financial obligation insofar 
as the American Municipal Association is concerned. 


16-4. The American Municipal Association pledges its full sup- 
port and cooperation to the President of the United States in 
promoting peace and understanding in the world through his 
People-to-People program. Cities can play an important role in 
this undertaking by promoting exchange of people, affiliating with 
sister cities and other activities designed to increase the friendly 
contact between private persons in every land. The Association 
has undertaken to develop and administer the municipal aspects 
of the Sister City Program, based on adequate financial assistance 
from outside sources 
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16-5. Since the People-to-P: Program has been proclaimed 
by the President of the United States to be the instrument of the 
American public to establish lasting relationships to build inter- 
national friendship and understanding and thereby enhance the 
cause of peace, American Municipal Association has been 
cooperating with the Civic Committee of the People-to-People 
Program in assisting American cities to establish town affiliation 
programs and other international activities between municipali- 
ties. The establishment of such international programs requires 
technical assistance from federal agencies, and one of the princi- 
pal needs is information on cultural affairs of overseas commu- 
nities. The United States Information Agency is charge with this 
responsibility, but ——- of their posts are understaffed and ill- 
equipped to handle this basic need in many parts of the world. 
Additional funds aeons be authorized and py ey by the 
Congress of the United States to adequately staff United States 
Information Agency posts so they can carry on these vitally 
needed functions in assisting the People-to-People Program. 


16-6. By resolution of the General Assemb! “ the United Na- 
tions, unanimously passed in 1947, the mem! vernments of 
the United Nations are requested to Gente tober 24 as 
United Nations Day. The President of the United States annually 
proclaims October 24 as United Nations Day and 
federal, state and local officials to cooperate with the United 
States Committee for the United prey in observance 
United Nations Day. As a member of the Council of Member 
Organizations of the United States Committee for the United 
Nations, the American Municipal Association urges the munici- 

governments of the United States of America by official proc- 
aks to designate October 24 as United Nations Day, to ap- 
point local United Nations Day Chairmen, and to call upon all 
municipal agencies and citizens to cooperate with the United 
States Committee for the United Nations in organizing the 
servance of United Nations Day. 


JUVENILE DELINQUENCY 


17-1. The American Municipal Association supports Federal 
me in the field of Juvenile Delinquency which will pro- 


. For the establishment of a national advisory committee to 
be appointed by the President; 


b) Grands in aid to state and local governments which adopt 
sound programs to combat Juvenile Delinquency; 


c) Grants to states and non-profit educational institutions to 
train personne! in the field of Juvenile Delinquency. 


d) Assistance in financing pilot projects to test the effectiveness 
of specific methods to reduce Juvenile Delinquency. 


LIBRARIES 


18-1. At present, Congress provides aid to rural libraries but 
does not make grants to support public library systems in the 
nation’s metropolitan areas. 

The tered ed ional i scientific 
and research centers, hospitals, medical and ped schools 
and other institutions essential to our educational and defense 
systems cannot thrive without adequate public library research 
and reference facilities. 

City-centered libraries = vd geen an increasing volume of 
service to nor ding areas. It is essential 
that expanding cuatvepotitan & areas be served regional systems 
which will not have to duplicate the costly public reference and 
research libraries located in the cities. 

We therefore — that the Vey cee of federal grants to 
the rural library system be jo cover library 
systems. 











METROPOLITAN PROBLEMS 


@ Approximately three-fifths of our expanding popu- 
lation is concentrated in 173 metropolitan areas. These 
include territory in 42 states and the District of Colum- 
bia. In these areas people constantly are migrating 
across the core-city boundaries into the suburbs. At the 
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same time, newcomers are establishing homes, busi- 
nesses and factories just beyond the boundaries of the 
central cities. Both types of mo it have 
with them a demand for a high level of municipal- type 
services. The overall result is commonly referred to as 
the metropolitan problem. Actually, this is a series and 
combination of major problems. These include (1) 
jurisdictional limitations or other inadequacies of exist- 
ing governmental organization, (2) area-wide service 
and control deficiencies, (3) financial inequities, in- 
equalities and weaknesses, and (4) difficulties in or 
lack of popular control of governments in the area. 
Local government in many such areas has responded 
to the challenge with bold new experiments. Special 
districts, cooperative metropolitan planning, inter- 
governmental contracting for services, consolidated city- 
county government, and other devices are being tried. 
Currently under study are several proposals to create 
general metropolitan units or federations of existing 
local governments. 


As the national organization representing more than 
13,000 municipal governments, the American Municipal 
Association encourages these experiments in the belief 
that the solution to metropolitan problems requires new 
concepts in local government organization, functions 
and finances. At the same time it believes that, although 
this may not be feasible for some cities, intelligent and 
timely use of the annexation device, state laws per- 
mitting, coupled with some realignment of functions 
between cities and counties and with proper safeguards 
against unsound incorporation of new cities, may yet 
prove the best solution in many, perhaps most, metro- 
politan areas. In yd event, such an approach can be 
developed into an came ective Preventative. 

As is now ey Frm mee metropoli- 
tan area mah yey are also concern of state and 
federal government. State government, with its con- 
stitutional and statutory responsibility for distribution 
of functions and powers to various units, has a vital 
stake. The federal government must be concerned with 
metropolitan areas which cross state borders and with 
the problems of coordinating civil defense. We there- 
fore resolve: 

19-1. The American Municipal Association recognizes 
seriousness of the metropolitan problem and pledges the full: ~ 
sources of this or; ion to its early solution. In su; 

this effort, a special Metropolitan Area Committee, ly rep- 
resentative of the major geographical — a the coat and 
of the different types of 10 be 
appointed by the President from the ouuber leagues or cities, 
such committee to have the following responsibilities: 

(a) The staff of the American dy me Suamtien | is direct- 

ed to keep abreast of the 














area g in all where, ‘studies are un- 
derway ora metropolitan government is functioning and 
report to the B Areas C of the Ameri- 





can Municipal Association. It is further recommended that 

a close liaison and exchange of information between AMA 

and the C Problems be main- 

tained so that the cities can be kept more fully informed of 
current events. 

(b) The reas C i of the American Mu- 

nicipal Association ‘shall proceed to evaluate the recent and 

current exper h the nation looking to 

solution of t the metropolitan problem, including the rela- 

. ween areas and state and federal 

government. This committee will then have prepared a 

summary re of such findings and recommendations 

which will be tty to the member leagues and cities. 


19-2. R izing that adeq use of the annexation device is 
not possible “under the existing laws in many jurisdictions, and 
may not be practicable in others, the American Municipal Asso- 
ciation has arranged to have the statutes of the several states per- 
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taining to annexations by and incorporation of municipalities 
collected, digested, and evaluated, and a report thereon distrib- 
uted to all state municipal leagues and member cities. If the — 
be found practicable, such report shall include suggested basi 
principles to be included in drafting state laws on each of these 
two subjects. 


19-3. In view of the fact that the existing metropolitan problem 
in large measure is due to archaic, inflexible and even discrimina- 
tory State constitutional and statutory provisions, which must be 

d and d before any real and lasting solutions 
are possible, the American Municipal Association urges each state 
league of a to make early Provision for the creation 
or p agency to aid in deter- 
mining the sreeant and changing needs of their metropolitan and 
other urbanized areas and to assist in the formulation of consti- 
tutional and statutoty changes necessary and proper for the estab- 
lishment and of q' efficient and responsible 
local levels of government. Each such agency should be ade- 
quately financed and professionally staffed, and should be so con- 
stituted as to command respect and attention of the state govern- 
ment, including the legislature, of municipal and other local gov- 
ernment officials, and of the general public. 











Federal Aid to Metropolitan Areas 


19-4, The metropolitan areas of the nation, in which almost 65 
percent of our population lives and w residents contribute 
more than 75 percent of the revenues collected by the federal 
men, continue to be severely shortchanged in the various 
‘ederal grant-in-aid programs. 

Because federal grants are channeled through state govern- 
ments, rurally dominated state legislatures have been able to 
divert a major portion of such funds to rural areas. 

City-based instituti and i such as hospital and 
airports which serve great metropolitan areas have not received 
the funds to which they are entitled because federal funds have 
been distributed U | of the city in which 
the institution or installation is situated, rather than t popula- 
tion of area served. 

Federal grant-in-aid programs are also failing to give proper 
consideration to the sharp changes taking place in the rapidly 
expanding suburban areas surrounding cities. 

Aid ‘ee are designed to = in meeting certain prob- 
lems which transcend tradi | and 
grants-in-aid should be based on ‘the | pa population to be served 
in an area rather than the population of the unit of government 
designated to perform the service. 

















The American Municipal A i izes the impor 
tance of the federal definition and redefinition of Standard Met- 
ropolitan Statistical Areas and rec ds that the 





ties involved be consulted and afforded an Opportunity to be 
heard in any federal action 





PUBLIC HEALTH WORKERS 


@ The protection and promotion of the health of its 
citizens through adequate health services is a major 
objective of each municipality represented in this As- 
sociation. There peer exists a nationwide short- 
age of public health workers to the extent that qualified 
specialists cannot be found to fill health positions 
already budgeted. 


The only source of graduate-trained — 
dentists, engineers, nurses and other public health per- 
sonnel for all levels of government, including munici- 
palities, is the eleven graduate schools of public health 
in the United States. Although they are providing 
excellent training for their students, 70% of whom 
enter the public service, the schools are too weak 
financially to increase their output of graduates. 


The Executive Committee of the American Municipal 
Association joined in 1958 with public and private 
organizations throughout the country in recommending 
passage of the Hill-Rhodes Bill (H.R. 11414) to help 
overcome the shortage of public health personnel 
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through federal assistance. The Hill-Rhodes Act (Pub- 
lic Law 85-544) was enacted during the second session 
~ the 85th Congress, with bipartisan support in both 

islative branches and with Presidential signature. 
7 Act authorizes the Surgeon General of the Public 
Health aphon to make grants not to exceed $1 million 
annually during fiscal 1959 and 1960 for the training of 
ae alth workers in accredited schools of public 

alth 


PUBLIC WORKS 
Construction Loan Program 


The need for additional community facilities has be- 
come critical in many areas. There now exist tremend- 
ous backlogs of unmet needs and our exploding popula- 
tion is creating new demands. In some fields we are 
clearly falling behind. For example, the U. S. Depart- 
ment of Commerce has estimated that our construction 
of water and sewer facilities in recent years has been 
only two-fifths of that necessary to bring us up to —— 
standards of health and service within a reasonable 
time. 

A key obstacle to municipalities which try to carry 
out their responsibilities in this field is the lack of funds 
at reasonable interest rates. Over the past several years 
the cost of borrowed money has risen substantially. 
Municipal bond yields are now approximate Boye 
the 1952 level. It is a well accepted fact 

vernment borrowing is one of the first victims of 

interest rates. The effect of this trend to higher 
money costs has been to shelve many great and needed 
public projects. 

Most communities which go to the market to borrow 
today must pay rates in excess of 4 per cent. The re- 
sult is that they find they would have to pay far more 
for interest than they pay for the facilities themselves. 
Because of the heavy pressure on local government 
finances in meeting their day to day obligations, capital 
projects are often abandoned. 


There is ever, evidence that financing will continue 
to be a serious stumbling block for some time to come. 
This is particularly true in view of the ever mounting 
needs for community facilities. It is vital that action be 
taken promptly to insure that a sufficient supply of 
credit is available. The health and welfare of our 
citizens cannot be left entirely to the vagaries of the 
money markets. 


(The present program of direct loans is hopelessly 

inadequate because its funds are limited to only $100 
million of which less than $30 million remains available 
and its interest rates are excessively high—4¥2 per 
cent on general obligation bonds and 4% per cent on 
revenue bonds). We therefore resolve: 
21-1. That the American ai Association continue its 
active support of Federal le; — to assist communities of 
all sizes, but particularly communities, in their efforts to 
provide adequate public facilities. 


Planning Loan Program 


21-2. The program of 8 agen planning loans to assist cities 
in initiating needed pu S$ improvement planning and 
in creating a yny 4 4 backlog for economic sta- 
bilization gy: be continued 'e¢ urge, however, that a termi- 
nation date be d and no required for proj- 
ects, plans for which become cbeotene due to unavoidable or 
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RADIO COMMUNICATIONS 


22-1. The American Municipal Association supports the ap- 
pointment of a radio study group, similar to the 1944 Radio Tech- 
nical Planning Board for the purpose of formulating sound engi- 
neering principles and factual data upon which tommy the 
Federal C C and the Radio industry 
can determine the further development of the industry in accord- 
ance with the public interest. 





SOCIAL SECURITY 


23-1. Congress has in recent social security amendments recog- 
nized the principal that Old Age and Survivors Insurance cover- 
age should be d to i on a voluntary, 
local option basis on the same terms that OASI is extended to 
other citizens. Municipal firemen licemen covered by state 
or local retirement systems have been excluded by law from cov- 
yf ae gg has —— 7 to policemen and firemen 
in states. We a Congress to extend this same au- 
thority to all states to allow ae police and firemen 
social security coverage if they so desire. 


23-2. The Old and Survivors ee benefits of the Fed- 
eral Social Security me are now pro- 
‘and agreements are 


viding passed 
entered into wo hen the | individual states and the Federal Secu- 
rity Agency. The individual states should pass legislation, if they 
have not already done so, in order that the municipal employe. 
of a may receive the benefits of the Federal Social Secu- 
rity Act 


Medical Care for Social Security Recipients 


23-3. Mounting medical costs are reducing the ability of older 
persons to maintain themselves at a minimum level of decency 
on Social Security payments. 

Older persons are naturally more. in need of medical services 
than other segr of the p and heavy expenditures 

required for medical care is cutting substantially into amounts 
cones for food, clothing and shelter requirements. 

We therefore recommend that a study be made to determine 
the feasibility of the extension of Social Security coverage to in- 
clude hospitalization, nursing, home care and surgical services 
for men over 65 and women over 62. 














SURPLUS FEDERAL PROPERTY 


24.1- We urge the U. S. Congress to enact legislation premitting 
the sale to state and local governments of federal surplus prop- 
erty at private or negotiated sale and at the same price that such 
properties are offered to other federal agencies. State and local 
government should have priority for purchasing such property 
after other federal agencies and after the donable program for 
health, educational and civil defense purposes. 


TRANSPORTATION 


@ Municipal life is ye pd only when good trans- 
portation exists. In the modern city people must be 
able to move within the city and from the city to out- 
side areas with speed and safety. Long delays of goods 
or persons are costly and inconvenient. Speed with- 
out safety endangers the lives of people. Since trans- 
portation is so vital to the life of the city, the munici- 
pal officials must lead in providing, maintaining, or 
coordinating facilities for the various forms of urban 
transportation including automobiles, buses, street cars, 
subways, ferries, railways and air transport, including 
terminals and parking. To provide the most economical 
means of urban transportation is a public problem to 
be solved under public leadership whether the means 
of transportation be publicly or privately owned. 


26 AlRPorRTS 


e@ Municipal airports serve the interests of the munici- 
pality, the nation, commercial airlines, business and 
private aircraft, and other airport users. In financing 
airports recognition should be given to this diversity 
of interests. The American Municipal Association is 
convinced that the adequacy of our system of airports 
throughout the United States is a matter of national 
concern and interest. The advent of the jet age 
— revolutionary benefits but poses problems of 
airport planning and development which exceed the 
financial ability of local governments to carry alone. 

To the extent that the federal government needs air- 
ports for national defense, air mail service, a national 
air transportation system, or other uses, it should con- 
tribute to the capital and current costs. 

The state governments may render valuable help in 
developing a coordinated system of airports, but the 
states should not participate in airport matters unless 
they are willing to assume part of the financial respon- 
sibility. 

Fiscal relations between the municipalities, airlines 
and other airport users should be on a strict business 
basis controlled either by contracts which guarantee 
the municipality a fair return as air traffic grows or by 
published tariffs. Long-term leases at absurdly low 
rates between airlines and municipalities do mot pro- 
tect the public interest nor investment in airports. We 
therefore resolve that: 


Federal Aid to Airports 


26-1. The Congress is urged to enact as soon as possible, and 
the President is respectfully urged to approve, legislation com- 
parable to S. 1 of the 86th Congress, revising the Federal Airport 
Act to provide for a five-year program and authorizing one hun- 
dred million dollars ($100,000,000) for each of the five years and 
an additional seventy-five million dollars ($75,000,000) to be used 
on a discretionary basis wary Bay five-year program. These 
Federal matching funds would help to assure a national system 
of civil airports essential to the commerce of the United States 
and vital to the national defense. Federal aid for ai should 
be continued on a long-term authorization basis. Efforts should 
be made to support and accomplish Federal legislation whereby 
Federal funds will be made available for all the needed and nec 
essary field improvements and facilities such as lighting, towers, 
fences and crash equipment, which are necessary for a well- 
organized efficiently operated airport handling interstate com- 
merce. 


26-2. Congress should consider clarifying legislation for the 
inclusion o! and the cost of 
replacing joint sealing in ys pavements as items eligible under 
the Federal Airport Progra: 





Federal Agency Policies — Grant Agreements 


26-3. The. American a sinha Association endorses the fol- 
lowing and | principles: 
(a) The Secretary of Culeene and/or the Administrator of 
the Federal Aviation Agency should be authorized 
(1) To enter into grant agreements with local public agen- 
cies in advance of the years during which the grant 
funds are available for payment; 
To make grants on account of work done prior to the 
actual signature of Grant Agreements provided such 
work is done in accordance with plans approved by 
To make grants out of funds available during any year 
on account of work done during any prior year pursu- 
ant to a Grant Agreement, if the funds available during 
such prior year were insufficient for that purpose. 
(b) No person other than the United States or the local public 
agency who is a party thereto should be permitted to sue 
upon a Grant Agreement. 
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(c) As a condition to the making of a Grant, the local public 
agency should not be required to make commitments ex- 
cept as foilows: (1) to maintain facilities and services for 
public use by aircraft operators, passengers and other per- 
sons for the same purposes and of substantially the same 
nature, type and capacity as those at the airport when the 
Grant Agreement was signed; (2) to construct and main- 
tain the project to which the Pee relates; (3) to provide 
and maintain such other specifically described facilities or 
services, if any, as may be agreed, and (4) to make all facil- 
ities and services provided for public use available upon 
reasonable and not unjustly discriminatory terms and con- 
ditions 

(d) Differences in the terms, conditions and charges set forth 
in leases or airport use agreements having terms of a year 
or more (or differences between such terms, conditions and 
charges and those upon which facilities or services are 
made available to those who have no such leases or use 
agreements) should not constitute a basis for claims of un- 
just discrimination 


(e) The local public agency should not be held to be in breach 
of a Grant Agreement because of any failure to perform 
due to conditions over which it has no control 


(f) Grants should be treated as purely in aid of civil airports 
and not as consideration for use by federal aircraft; that no 
condition be imposed in Grant Agreements regarding use 
of Federal aircrafts; and that any agreements for such use 
be negotiated separately upon their own merits 


Office of Airports 


26-4. The Administrator of the Federal Aviation Agency is re- 
quested to assure that in the organization of the Federal Aviation 
Agency, the functions of the Office of Airports will be accorded 
a status equivalent to that of Air Traffic Management, Naviga 
tion and Communications Facilities, Flight Operations and Stand- 
ards, and comparable functions, since the development of the air 
port capacity of the nation, both technically and financially, is at 
least as essential, if not more essential than the development of 
the airway capacity. 


Airport Research 


26-5. The Federal Aviation Agency should carry on with vigor 
an airport research program and related activities pertaining to 
modernizing aviation facilities essential to the improvement of 
airport and airway capacity and efficiency, and be assured of the 
support of the American Municipal Association in the continua- 
tion and expansion of this vital program 


Aircraft Certification, Runway Lengths, Clear 
Zones, Approach Areas, and Noise 


26-6. The advent of turbine powered aircraft has further em 
phasized the concern of the American Municipal Association 
over ever-increasing demands for extended runways, for acquisi- 
tion and extension of clear zones and approach areas, and in- 
creasing noise annoyance to the surrounding community from 
aircraft operation. Because the measures taken to date by the 
Federal Government, the aircraft manufacturers, and the air 
carriers have failed to take adequately into account the fiscal and 
other problems of municipalities in planning and developing their 
airport facilities, the American Municipal Association urges 


(a) The Federal Aviation Agency to take immediate regulatory 
action to assure that 


(1) Integrated planning of future aircraft and aviation 
ground facilities will be achieved; 


(2) Aircraft will not be certificated if 
(A) their runway requirements exceed standards now 


contained in Civil Aeronautics Administration 
Technical Standard Order N 6-B 


(B) their climb performance and approach paths, un- 
der all conditions, are less than the protection 
slopes contained in CAA Technical Standard Or 
der N 18 plus an adequate margin of clearance for 
safety; and 


(C) their external noise characteristics make them 


incompatible with the airport environment in 
which they are expected to be operated 





(b) The Federal Aviation Agency and other appropriate Fed- 
eral agencies, together with the aircraft manufacturers, to 
expedite or initiate research and other efforts: 

(1) To further reduce the noise emitted by both civil and 
military aircraft; and 

(2) To reduce the take-off and landing runway require- 
ments and approach areas of future aircraft; and 

(c) The Federal Aviation Agency and other appropriate Fed- 
eral agencies, together with the air carriers and other air- 
craft operators, to expedite or initiate procedures for the 
operation of aircraft to and from airports, both civil and 
military, in a manner m nga is both safe and provides the 
least noise and y y, and to pro- 
mulgate such enforcement for Ao as will assure this. 


Surplus Property 


26-7. Congress should amend the Statutes and Instruments of 
Transfer pertaining to leasable airport property (as distinguished 
from flight and aircraft operational areas) so that such leasable 
areas may be used to greater advantage for the support of the 
airports. 





Airspace and Airport Use 


26-8. The combined pressures of civil and military airport re- 
quirements have overtaxed airport facilities and are creating air- 
space problems in many localities. 


The requirements of the military for airport facilities to pro- 
vide for the national defense are recognized as well as the desira- 
bility of joint use of civil airports for commercial and military 
aircraft where conditions permit such joint usage. Civil aviation 
requirements, however, based on present and future needs, must 
be given priority consideration and military usage of ground 
facilities and airspace can and should be so planned and con- 
trolled so as not to prevent the fullest possible development of 
civil aviation facilities 


Therefore, in support of the basic American principle of su- 

premacy of the civil over the military, we further resolve that: 

(a) The Federal Aviation Agency and all other federal agen- 
cies, committees, or bodies having jurisdiction or respon- 
sibilities relating to the allocation of airspace and location 
of airfields resolve at the earliest possible time conflicting 
civil and military use interest which are adversely affecting 
civil airport use and development. Failure to do this will 
make unattainable the purpose of the Federal Airport Pro- 
gram to provide an adequate national system of civil air- 
ports, and will permit military authorities to continue to 
thwart municipalities in planning, developing and operating 
adequate civil airport facilities essential to the growth and 
development of national civil aviation requirements. 


(b) Funds appropriated for military airport purposes be so 
controlled as to assure the least possible disruption of civil 
aviation facilities and services. 


(c) Any agency, commission or advisory group charged with 
the resp y of ing and resolving conflict of 
interest between the military and civil authorities on the 
construction, use or operation of existing or proposed civil 
airport facilities be so constituted as to provide at least 
equal representation of civil aviation interest on such com- 
mission or advisory body. 


(d) Military airports should not be planned, improved or con- 
structed if, in the opinion of local civil authorities, the 
acquisition, improvement or construction of such military 
facilities will prevent the development of civil airport facil- 
ities in the same vicinity, adequate to meet the ultimate 
civilian needs of the area 





Civil Aeronautics Board 
Route Certification 


26-9. The availability of adequate air service is an essential 
element of the total commerce and transportation needs of indi- 
vidual municipalities and economic areas. Lack of adequate air 
service, whether resulting from reduction or elimination of serv- 
ice by the carriers, or from unreasonable delays in proceedings 
conducted by the Civil Aeronautics Board, places such munici- 
palities and areas in serious economic jeopardy, both in terms of 
normal development and losses on capital invested in facilities. 
The Civil Aeronautics Board is urged to recognize that delays in 
certifying service impose these and other substantial burdens on 
municipalities and should accordingly expedite its procedures for 
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pemeeent certification and when reasonably feasible, provide 

ry service to fill intermediate needs pending permanent 
cortiioation. The C.A.B. should also require air carriers to notify 
communities at least 90 days in advance of any schedule or equip- 
ment changes anticipated. 


responsibility of the governing bodies of all levels of government 
to provide the means by which the program can be realized. 


State Action 


27-4, There should be a more equitable distribution of highway 
user revenues on the basis of road use. Alt in some states 
large sums are distributed to be used in cities, ip most states an 
i distribution will require that substantial increases be 





Alaska and Hawaii 
26-10. Be it resolved & American Municipal Associati bi 
that the Congress of he United States be a to enact as soon provided for 


as possible Part “phew end, to provide the same treatment 
for Alaska and Hawaii ae the other states in the participation in 
federal-aid airport funds. 


HIGHWAYS, ROADS AND STREETS 


Motor vehicle traffic in and around cities threatens 
to choke the economic life of these areas. The terminals 
for most highway traffic—passenger cars, trucks, and 
buses—are in the cities The same urban centers are 
the hubs of state, county, and federal highway systems. 
Accordingly, traffic density is high in urban areas so 
that now more than half of the vehicle mileage is on 
urban streets and highways. These streets, highways 
and expressways in and around cities cost several times 
as much per mile as rural roads but handle vastly 
greater volumes of traffic. Municipal street and road 
problems are critical. Approximately half of the 
revenues financing the federal highway program come 
from the same urban areas. We therefore resolve: 


Local Action 


27-1. The first step for each municipality in solving traffic prob- 
lems is to concern itself as a matter of public policy with effec- 
tively organizing and administering a modern program of traffic 
engineering. Responsibility for efficient traffic engineering should 
be Sony fixed by each municipality, with the administrative 
Official ag directly to the chief administrative officer of the 
municipality. Each city should make a complete analysis of exist- 
ing facilities and prepare a program to insure maximum tra 

carrying potentials on existing streets. Skillful traffic engineering 
principles and recommendations should receive the support of 
governing bodies in the light of the general public good. Munic- 
ipal — should display courage in meeting this important 
problem. 


27-2. Once the proper administrative or for traffic 
engineering is established by a municipality, the minimum pro- 
gram for such an agency would be 


(1) Make an exhaustive study of: 


a. The most effective use of existing streets, including the 
pairing of Streets for one-way a — regulation of curb 
parking, of rin; channel- 
ization, truck routes and property prerien and installed traffic 
control signals. 


b. The extent of the need for new traffic ways, with recom- 
mended locations and costs and suggested means of financing 
This study should, of course, project these needs for several years 
in the future. 


c. The extent of the need, over and above existing perma- 
nent facilities, for off-street parking and the location of areas that 
are, or can be, made available for additional off-street parking 


d. Blighted areas that would qualify for federal aid under 
the federal-state program of land clearance for urban renewal 
and redevelopment, which might properly include provision for 
off-street parking. 








27-3. Municipal traffic engineers, planners and finance officers 
must be called upon by the governing bodies to provide plans for 
a modern system of traffic ways. Determination must be made in 
the light of traffic demand, where new arteries of travel should be 
constructed so that municipalities and state highway departments 
can build an integrated system of traffic ways, limited access free- 
ways and service roads. The financing of such improvements 
should bear a relationship to the use. The state and federal gov- 
ernments must bear their proportionate share of the cost. It is the 
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streets and hi y 


27-5. Those who use the roads and sen whose activities re- 
quire extra heavy construction should pay their share of highway 
costs. Since motor user revenues are traditionally dedicated to 
highway and traffic use, it should be true that those who use t 

roads should pay for them. The state distribution of motor user 
revenues plus any special local motor user taxes should provide 
enough money for major local streets carrying heavy traffic loads 


27-6. The = ene | agency in each state should classify road 
systems and establish standards for systems. The traffic permitted 
on each highway should be governed by the quality and character 
of the highway and its adaptability to particular uses. Laws 
should be uniform throughout the state and throughout the coun- 
try for the same conditions, and these uniform laws should be 
known and publicized. 


27-7. The state highway system includin ey? urban links should 
constitute a well integrated long range for the entire state 
The state highway departments should pad to prepare and 
publish a continuous five-year construction program for the state 
highway system including urban and rural highways. In develop- 
ing such plan and program, consideration should be given to eco- 
nomic and industrial activity, existing and potential traffic needs 
and land use projections 


27-8. Where urban highway problems are most acute they must 
be attacked on a state-wide and metropolitan area basis by joint 
© or joint Itation of state and local governments 





27-9. State laws should exempt municipal motor vehicles from 
all state motor fuel taxes just as they are now exempt from feder- 
al gasoline taxes. Where state and county vehicles are exempt 
from motor vehicle registration fees, municipalities should enjoy 
the same exemptions. 


27-10. Special technical assistance should be available to small- 
er communities from the highway agency in each state. 


27-11. The state governments pass most of the legislation for 
traffic safety and traffic regulation. Therefore, the states them- 
selves must take uniform and aggressive measures for enforce- 
ment of the state laws and regulations. The states should take all 
necessary steps within their jurisdictions for greater safety, such 
as the issuing of drivers’ licenses, the inspection of motor vehi- 
cles, and the provision of standards of traffic regulations in non- 
urban areas 


27-12. The weight and length of motor trucks should be con- 
trolled by state law and state police os: the highways from 
disintegration and the other motorists from injury. Motor trucks 
which habitually and knowingly carry great excess weight should 
be impounded and their owners’ licenses rescinded 


27-13. The first duty of each municipality is to prepare a mas- 
ter street and highway plan as part of its comprehensive general 
plan, relate it to the state highway system, and develop at the 
earliest opportunity a realistic and practical appraisal of its high- 
way needs. 


27-14. Coordinated and unified action of all local governments 
is necessary to work out the urban highway problems within a 
state. The initiative should come from the municipalities, which 
unite in planning and in obtaining necessary legislation. Cooper- 
ation and teamwork among all state and local highway agencies 
is the key to securing a sound legislative and financing program 
for highways and streets. 


27-15. Municipalities are fully justified in requesting the state 
governments to construct and maintain the state and federal high- 
ways within municipal limits on the same basis as outside munic- 
ipalities. There is no justifiable distinction between parts of state 
highways within and without incorporated places. 


27-16. Wherever practical, municipalities should adopt the Uni- 
form Traffic Ordinance of the President's Highway Safety Con- 
ference. The Action Program of the President's Highway Safety 
Conference should be adopted as widely as possible. Variations 
may necessarily be made within a state to make the law conform 
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to state statutes and court decisions. To the greatest extent pos- 
sible there should be complete national uniformity in traffic laws, 
traffic signals, and traffic enforcement. 


27-17. There is no substitute for adequate enforcements of 
traffic laws and regulations. Intelligently drawn traffic laws, im- 
partially enforced by law enforcement authorities and courts, 
without favoritism, are essential to the lives and safety of people 
as well as the rapid movement of traffic. 


27-18. Municipalities should establish a workable organization 
and have proper management of the traffic enforcement division 
in the police department and should coordinate with it its traffic 
engineering division. 


intergovernmental Action 


27-19. Within each state there should be an overall highway 
plan for the state including the federally aided highways, the 
primary state highway system, secondary state highway system, 
the state and county roads within cities, and the purely local 
roads in all jurisdictions. In any given governmental unit such as 
a city or county there ought to be cooperative planning study of 
the highway needs of that area. In any jurisdiction, incorporated 
place, county or state, all streets or highways should be con- 
sidered as part of a single integrated highway plan. This implies 
the need for joint planning at different levels of government, such 
as joint planning of federally aided highways in cities by federal, 
state and local officials; of state highways within cities by state, 
city and perhaps county highway officials. Such steps are neces 
sary for integration of the street and highway system of the 
country 


27-20. Where county-wide highway taxes are levied within 
municipalities, or road bonds issued to be paid from county-wide 
taxes, a proportionate part of these property taxes and bond pro- 
ceeds levied by the counties should be used in municipalities 


27-21. It is hereby declared to be the policy of the American 
Municipal Association that secondary as well as major city streets 
within the corporate limits of municipalities should be eligible for 
federal aid in the same proportion that federal aid is available for 
the roads outside cities. The Congress is urged to amend existing 
highway legislation to that end. 


27-22. The Federal-Aid Highway Act of 1956 provides for a 
balanced road construction program based on need. Surveys show 
that this need is greatest in and around our traffic-choked cities 
Every effort should, therefore, be made to complete the vital urban 
sections at the earliest possible date. To accomplish this, state 
highway departments, in close cooperation with municipal officials 
should quickly prepare realistic city highway plans that meet the 
more complex construction and coordination problems of urban 
highway construction. These highways should, in all respects, 
conform to the highest engineering standards of efficiency and 
safety. National, state and local agencies responsible for high- 
way construction should be organized for maximum efficiency to 
reflect that national importance of this mammoth undertaking 
and where urban divisions do not exist in state highway depart 
ments they should be so established as soon as possible. Salaries 
for employees in these agencies should be adequate to secure and 
retain the services of the skilled personnel needed to complete 
the program. Since this is a federal-state program that is to be 
financed from highway user fees, cities should not be required to 
contribute financially from local taxes to the cost of the federal 
aid highways 


27-23. The Congress is urged to amend the Federal-Aid High- 
way Act of 1956 to provide that any further increases to the 
interstate mileage should be based on a fair and equitable share 
devoted to urban areas on the basis of need is is particu- 
larly a as less than 15% of this mileage is in urban 
areas where 67% of the nation’s population live 


27-24. The Congress is urged to amend the Federal-Aid High- 
way Act of 1956 so as to prohibit any diversion of highway funds 
for the relocation of privately owned utilities 


National Committee on Urban Transportation 


27-25. Urban highway modernization has lagged dangerously, 
while vehicular volumes continue to break all records, and traffic 
paralysis is spreading 

The economies of our cities are linked inextricably to an effi- 
cient and smooth-functioning system of transportation. 

Vital decisions about the administration of street and traffic 
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affairs demand that the complete set of facts be available to the 
Mayor, the City Council, and the general public. 

The American Municipal Association endorses the program 
and guides to the factual deve ent of urban trans) tion 
plans developed by the National Committee on Urban Transpor- 
tation and urges all cities to utilize this practical system of fact 
collection and transportation p ng which is ad: ble to com- 
munities of all sizes. 


Highway Safety 


27-26. The work of the President's Highway Safety Conference 
is recognized as contributing significantly to the general aware- 
ness of the importance of measures to promote highway safety. 
All the organizations and agencies, —_ and private, who 
ticipate in this Conference and any ot that promote activities 
toward greater traffic and highway safety are commended for 
their great contribution to this worthy effort. 


Alaska 


27-27. Alaska was excluded from the International System of 
Interstate and Defense Highways authorized and designated by 
Section 7 of the Federal-aid Highway Act of 1944 as amended 
Alaska has fulfilled the req of the hood enabling 
act and has been proclaimed a state and is entitled to the bene- 
fits of this program, and Alaska is strategically located and of 
prime importance to the nation’s national defense. 

The American Municipal Association su the necessary 
legislation to bring about the inclusion of Alaska in the National 
System of Interstate and Defense Highways or in lieu thereof sup- 
ports appropriations on a long range plan. 


27-28. The American Municipal Association supports the pass. 

age of S.1956, a bill to amend the Merchant Marine Act of 1936 
for the purpose of providing with respect to the requirements of 
the operation of subsidy construction vessels that certain vessels 
which log a majority of their miles in round voyages during any 
calendar year from Alaska to British Columbia, Canada shall be 
deemed to have operated exclusively in foreign trade during such 
year; and S. 2661, a bill to amend Title 23, United States Code 
to provide for vt ape of federal-aid highway funds for the 
construction of approach roads to ferry facilities on the federal- 
aid systems. 


Urban Highways 


27-29. The Federal Aid Highway Act of 1956 declares it to be 
in the national interest to accelerate the construction of the 
Federal-Aid highway systems, including the prompt completion 
of the National System of Interstate and Defense Highways. The 
1956 Act also states that insofar as possible in consonance with 
the prompt completion of the Interstate System, that local needs 
to the extent practicable, suitable and feasible, shall be given 
equal consideration with the needs of Interstate Commerce and 
that extensions of the system through urban areas be expedited. 

The President's own Advisory C i (Clay C ) 
made the findings and recommendations which formed the basis 
for the 1956 Act. The Committee recommended that “The 
Federal Government assume primary responsibility for the Inter- 
state Network to include the multi-essential urban — 
connections.” The congressional hearings which prec 
adoption of the 1956 Act clearly envisioned that urban oe Ba 
would be an integral part of the “balanced program 

Therefore, the American Municipal Association strongly urges 
that the urban sections of the National System of Interstate and 
Defense Highways be constructed as planned under the 1956 Act. 
In view of the foregoing, and in view of the fact that cities con- 
tribute one-half of the revenues of the program, any attempt to 
cut the cities out of the Interstate System is unthinkable and must 
be resisted by every means at our com 

The Congress is urged to insure the early and prompt com- 
pletion of the Interstate System with appr te provision - 
urban areas, (ic. cities and areas immediately adjacent), 
es with the clearly expressed intent of Congress in the 
1956 ‘Act 











One and One-Half Percent Funds 


27-30. In the Federal Aid Highway Act of 1944, up to one and 
one-half percent of the federal funds apportioned to the states are 
available for research, surveys, plans, engineering, and economic 
investigations of future projects. Use of these funds is at the 
option of the respective state highway departments, upon ap- 
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proval of specific studies by the Bureau of Public Roads. These 
funds, if not used, can and are transferred to construction pur- 

Ss. The urban planning needs of this nation are so great, the 
Bureau of Public Roads, State Highway Department and local 
officials are urged to make sure that these funds are spent for 
planning and engineering purposes 


Financing of the National Highway System 
27-31. The development of a permanent financing formula 


should be based on the 1961 Highway Cost Allocation Study and 
AASHO road tests when completed. 


Federal Aid Urban System 


27-32. The American Municipal Association favors the enact- 
ment of legislation which would establish by law a federal aid 
urban system of arterial streets which system shall be in addi- 
tion to the federal aid primary and interstate systems of high- 
ways in urban areas 

Such system shall be selected by the state highway departments 
and appropriate local officials in cooperation with each other, 
subject to approval by the Secretary of Commerce 

In making such selections, there shall be included extensions 
of the federal aid secondary system in urban areas, lateral, feeder, 
distributor, and such circumferential routes as may be required 
to furnish maximum utility to the various federal aid systems 
within or adjacent to urban areas 

Consideration shall be given in the establishment of such a 
system to civil defense evacuation routes to the extent that such 
routes are not included on other systems within or adjacent to 
urban areas 

This system shall be confined to urban areas, except that the 
system may be extended into rural areas where necessary to con- 
nect with another federal aid system within the rural area and 
that federal participation on projects on such extensions be 
limited to federal aid secondary funds. 

The proportion of the annual appropriation made by the fed- 
eral government devoted to the construction of highways in 
urban areas be increased substantially so as to provide for the 
additional funds necessary for the construction of an adequate 
system of urban highways 


MASS TRANSIT 


@ With the people of America relying increasingly on 
various forms of transportation in, through, and around 
our cities in order to work, to shop, to go to school, 
and for cultural and recreational purposes, the growing 
plight of public transportation facilities can no longer 
be ignored. Transit companies and commuter railroads, 
whether privately or publicly operated, are carrying 
fewer people paying more for a slower ride for the most 
part. Because of the bleak national outlook, the 1700 
privately owned transit companies and commuter rail- 
roads have in the main been unable or unwilling to pro- 
vide the necessary capital improvements. Traffic con- 
gestion has slowed transit operations, and the reduction 
in transit service has in turn increased traffic congestion. 
Transit and commuter railroads have left the category 
of private convenience and are obviously public neces- 
sities facing a crisis. Since such services are depended 
upon by people for transportation across city, county 
and even state lines, this is a problem which cannot be 
solved by municipalities alone. What is needed here is 
the combined effort on the part of all levels of govern- 
ment and the complete cooperation of all the carriers. 
In those large metropolitan areas now served by rail 
rapid transit and commuter railroads the cost of divert- 
ing riders to the automobile is prohibitive. We there- 
fore resolve: 

28-1. The city governments should consider the possibilities of 
streets or traffic lanes reserved exclusively for transit vehicles 
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during rush hours, making available public property for “park 
and ride” lots on the fringes of the city and traffic enforcement 
measures to speed up the flow of transit vehicles. 

28-2. The Bureau of Public Roads is urged to authorize the in- 
clusion in interstate highway planning—of plans and speci- 
fications for the construction of high-speed, mass-transit use of 
median strips or other parts of the highway right of way as an 
eligible federal cost in planning of the urban sections of the 
interstate system 

28-3. The Department of Commerce is urged to study and 
report on the extent and nature of the public transit problem in 
cities not dependent on rail rapid transit ranging from 5,000 to 
1,000,000 population. Such studies should include but not be 
limited to use of express buses on freeways, reserved bus lanes 
on streets, bus turn outs and loading facilities, and the economics 
of small transit operations. 


Commuter Railroads 


e@ Metropolitan areas are gaining in population at an 
ever accelerating rate. By 1980 more than 80% of the 
nation’s people will live in some 160 great urban areas. 
Neither highways nor aviation can meet the transporta- 
tion needs of these people. Not only would the cost 
be prohibitive, the amount of land required for high- 
ways and parking facilities would take so much of the 
usable space in any urban area as to defeat its own 
purpose. The metropolitan areas cannot be the healthy 
backbones of the urban civilization already upon us, 
unless people can move freely within and through these 
areas. 

Therefore, it is apparent that high-speed mass trans- 
portation, particularly in the form of rail, both surface 
and subway, must play a vital, important part in fur- 
nishing transportation to the great urban areas. Unless 
constructive measures are taken immediately, nearly all 
urban areas are in danger of actually losing their com- 
muter railroad facilities. It is clear to the railroads and 
to the cities that means must be found immediately to 
keep this from happening. 


Neither the cities nor the railroads can finance such 
a program by themselves. We believe that four steps 
should be taken immediately by the Congress of the 
United States toward the solution of this problem which 
is so vital to the nation as a whole. We therefore 
resolve: 


28-4. (1) That a national policy should be established by the 
Congress for a balanced and coordinated transportation 
system 

(2) That the Federal, state and local governments be 
asked to develop rational tax policies for the railroads. 


(3) That Federal loans be made available where necessary 
to municipalities or publicly constituted bodies for new 
¢ and imp d facilities and for the 
improvement of intracity mass Passenger transportation 
facilities; these to be long term, low interest loans. 


(4) That a study be made of grants-in-aid by the Federal 
Government to communities or duly constituted public 
bodies which have a sound plan for the permanent improve- 
ment of commutation or other intracity transportation facili- 
ties, this to be modeled on the present urban renewal pro- 
gram 

Local and state governments are urged to make competent 
engineering and planning studies of their public transportation 
needs where such have not been made recently. 





National Transportation Policy 


28-5. Although the federal government has developed piece- 
meal and uncoordinated programs involving national highways, 
airlines, railroads and shipping, no overall national policy has 
been developed for dealing with transportation as an integral and 
related problem, to be dealt with in a coordinated and rational 
manner. 
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In fact many of our transportation policies are contradictory 
and self-defeating. Our highways program makes no allowance 
for its impact on other forms of transportation, nor does our 
federal airport policy relate intelligently to other fields of dupli- 
cating or competing transportation services 

We therefore advocate that both the executive and legislative 
branches of our federal government complete the various studies 
of all forms of transportation and recommend a National Trans- 
portation Policy as a guide to legislative and administrative 
decisions in the field of transportation 


Recognizing that the plight of our commuter railroad systems 
is so desperate that action cannot await the results of a lengthy 
comprehensive study, we favor the passage by the next Congress 
of a program of long-term federally guaranteed low interest 
loans to municipalities, other public agencies or railroads for 
new equipment and improvements, conditioned upon use of such 
equipment and facilities for high speed mass transit connections 
between suburban areas and core cities and within such cities 
Federal assistance to high speed transit and commuter railroads 
should not have the effect of increasing the base by which rates 
are determined nor should any local or state assistance to such 
carriers increase the carriers’ liability for federal income taxes 


PARKING 


@ The primary responsibility for solving the parking 
problem rests with the municipality. For the welfare, 
safety and convenience of its citizens, and to insure 
its own future existence,” each municipality must ac- 
cept the responsibility for definite action which will 
result in the furnishing of adequate, permanent park- 
ing facilities at reasonable rates. We therefore resolve: 


29-1. The provision of parking places off-the-street, in the 
motor age, has come to be regarded as a legitimate, expected and 
necessary public municipal service. For the welfare, safety and 
convenience of its citizens, and to insure its own future existence, 
each municipality must accept the responsibility for definite ac 
tion which will result in the furnishing of adequate, permanent 
parking facilities at reasonable rates 


29-2. With full factual data furnished by the traffic engineering 
agency, the city government should determine basic parking poli 
cies and delineate the areas which will be left to private enter- 
prise. The municipality must also determine the extent and nature 
of controls which shall be imposed on parking rate schedules and 
other phases of private parking operations 


29-3. The municipality should determine policy with respect to 
the requirement of a fixed amount of parking facilities in con- 
nection with construction of new buildings 


29-4. The municipality should also develop and put into effect 
an adequate overall city-wide parking plan and program that will 
cover both curb and off-street parking. This program must be 
designed for at least a ten or fifteen year period. The governing 
body of each municipality should, where possible, consider the 
enactment of legislation to enable private business to provide 
parking facilities or to adapt for local needs the parking programs 
successfully instituted by both public and private agencies in 
other cities 

However, for some time, various members of the AMA Com 
mittee on Parking have believed that the use of a standard, easily 
identifiable directional sign indicating local Parking facilities 
would be advantageous 


29-5. That member cities and state leagues comprising the 
membership of the American Municipal Association adopt the 
use of a standard directional sign directing the motorist to the 
location of off-street parking facilities wherever and whenever 
the use of such directional signs shall be determined and 
authorized by the local municipality 
The recommended standard for such signs as developed by the 
Committee on Parking of the American Municipal Association 
and adopted by it at its meeting of November 29, 1959 in Den 
ver, Colorado, shall be as follows 
Legend shall read “Parking” with the letter “P” being five 
(5) times larger than the remaining letters and a directional 
arrow in the upper right hand corner 
Sign shall be rectangular with green lettering on a white 
eld 
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Letters shall be Series “E” type as specified by the United 
States Bureau of Public Roads. (See illustration below). 


¢ 


| BARKING 














Spreading slums and blight threaten to engulf Ameri- 
can cities bringing misery to tens of millions of our 
fellow citizens and periling our municipal governments 
with bankruptcy. There are a million more slum 
dwellers than farm dwellers in America today. Local 
and state governments do not have the resources to 
finance unaided the massive urban renewal program 
which is required if this shame of American cities is to 
be destroyed. Large scale and continuing federal 
assistance is urgently required unless and until such 
time as the federal government restores to the states 
and to local governments the resources and taxing 
power which would eliminate the need for federal 
assistance. 

Urban renewal is an essential device for preserving 
the economic health of our urban communities. Not 
only do 70 per cent of the American people live in 
cities, more than 75 per cent of federal revenues from 
all sources come from cities. If cities are to continue 
through their manufacturing and commercial activities 
to contribute so much to the wealth and prosperity of 
our nation they must be given the help they need to 
root out their industrial and commercial, as well as 
their residential, slums and blighted areas. 


We strongly urge the president of AMA to seek an 
early opportunity to discuss with the President of the 
United States and his top advisors the administration's 
policy with respect to housing and urban renewal pro- 
grams. We would urge that he express on behalf of the 
AMA our disappointment at the very limited program 
the President himself has been willing to sponsor; and 
at his veto of the very fine legislation adopted by the 
Congress on housing and urban renewal in 1959; and 
finally our concern at the restrictive policies and nega- 
tive attitude with which the executive branch carries 
out the programs authorized by the Congress 


Our concern is heightened by the fact that cities all 
over America have demonstrated their willingness to do 
their share in rebuilding themselves. More than a thou- 
sand local workable programs on urban renewal have 
been approved. Cities have demonstrated that there is 
a pent-up demand for urban renewal and that they 
have the funds and willingness to do their share. In the 
light of the contribution the cities make toward the over- 
all economy of the United States and the threat of their 
deterioration, this should be a matter of urgent national 
attention on a par at least with the attention and 
financial resources which the President and the Con- 
gress have given agricultural problems. 
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The establishment of an adequate federal program of 
urban renewal is the top priority of the 1960 national 
legislative program. 


30-1. The President is urged to appoint a new advisory com- 
mittee with full representation of mayors and other — 
representatives to study and recommend a national, workable 
program designed to eliminate slums and blight throughout 
America through federal and local cooperation. 

30-2. Increased federal aid should be made available to munici- 
palities for slum clearance and urban renewal 


30-3. We urge the President of the AMA to seek an early meet- 
ing with the Administrator of the HHFA to determine what his 
Agency's policies are going to be with respect to planning grants 
and capital grants. 

We urge the Congress to make it clear that capital grant 
reservations are to be made available to municipalities on the 
basis of applications made and indicated willingness to put up 
the local one-third share of net project cost. 

We again urge the Congress to make it clear that the respon- 
sibility for devising workable urban renewal projects and their 
execution is a local responsibility not to be ham-strung by 
Federal adi 





ative reg 

30-4. Recognize the long-term needs of urban renewal and 

authorize a ten-year program with an annual authorization of 

additional capital grant reservation funds of $600 million a year 

with a provision for acceleration of up to $150 million if local 
and requires a larger authorization in any given year. 


30-5. Authorize the Urban Renewal Administration to accept 
certifications of the local public agency as to local action taken 
in meeting the requirements of the federal law 


30-6. The Congress and the Administration are both urged to 
take all possible steps to effectuate more expeditious and efficient 
processing on the part of the Federal Housing Administration of 
applications under Section 220 for mortgage insurance on new 
residential construction and- rehabilitation housing in urban 
renewal project areas. 


30-7. We urge the Congress to adopt clarifying amendments to 
Section 112 of the 1959 Housing Act concerning university par- 
ticipation in the urban renewal program to insure that the legisla- 
tive intent of fostering sound development of educational insti- 
tutions be carried out. Section 112 as presently constituted is 
unworkable in most instances. 


30-8. We vigorously protest the administrative policy which has 
delayed capital grant progress payments and thereby raised 
interest costs for the localities and the Federal Government in 
carrying out the urban renewal program. 


30-9. Relocation difficulties faced by small businessmen should 
be relieved by raising the ceiling of the dollar amounts of business 
relocation payments, providing mortgage insurance assistance to 
help finance new locations and having a workable program of 
small business loans. We urge the Congress to erect appropriate 
legislation in these areas at the next session. 


30-10. The American ~ yy Association urges the A me | 
and Home Finance the of 
greater delegations to the field phn by “the various equucies of 
the Housing and Home Finance Agency to the end that the work 
of these agencies and can be acc lished more 


P y 


30-11. We rec d an i di and joint study by the 
Bureau of Public Roads and the Urban Renewal Administration 
for the purpose of developing maximum coordination in the 
planning and execution of urban renewal and arterial highway 
projects in order to effect enormous economies in highway right 
of way cost through property acquisition and utility relocation 
by local public urban renewal agencies and the minimization of 
potential blighting effects of limited access highway by applica- 
tion of redevelopment programs in areas adjacent to such 
thoroughfares. The results of such a study should be imple- 
mented by effective action and the develop of legis) 
for presentation to the Congress. 

Family and business relocation payments should be made 
available to those displaced by the interstate highway program 
on the same basis as they are under the urban renewal program 
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30-12. Congress should be urged to enact legislation which 

would (1) direct the Administrator to encourage the utilization 

of state agencies, through appropriate technical assistance, to aid 

small communities in undertaking urban renewal programs; (2) 

© authorize grants to local —— for the preparation or 
of “C enewal Programs.” 





Urban Planning Assistance 


30-13. Problems of.urban growth and cones are 
the most formidable facing the nation. The Urban Planning 
Assistance Program created under the Housing Act of 1954 has 
done a creditable job in assisting smaller local governments and 
metropolitan areas in meeting the diverse problems posed by 
population growth and physical expansion. We deplore the fail- 
ure of the Congress to appropriate even the minimal funds 
recommended by the Administration to keep this productive pro- 
gram operative. 

We urge the Congress to appropriate funds for this important 
program in the amount of at least $5,000,000 annually. 


Research 


30-14. Lack of basic information in the field of urban renewal 
has handicapped public officials at all levels of government in the 
formulation of urban renewal programs and policies adequate to 
with the problems of slums and blight. The need for such 
ormation is particularly acute at the national level. 

We rec d an i diate appropriation of $200,000 by 
the Congress to provide funds for the administration of the $5 
million research program which has already been approved by 
the Congress 

We rec da program of federally financed 
urban research on a scale commensurate with the fine research 
programs undertaken by the Bureau of Agricultural Economics 


30-15. We recommend that steps be taken to urge the platform 
committees of both major parties to include strong housing and 
urban planning planks in their 1960 platforms based upon the 
AMA policy statement. 








30-16. One of America’s most valuable sources of moderate 
priced housing is the existing supply of middle-aged housing in 
urban neighborhoods outside urban renewal areas. 

Each year more of this housing i is lost bad ha 4 because ade- 
quate mortgage financing is not The 
FHA Title I home improvement loan ~ nan is not adequate 
for this pune. Conventional mortgage sources are unwilling 
to take the risks involved. 


We propose the establishment of a new program of mortgage 
insurance, similar in legislative intent to the Section 220 pro- 
gram, which would be available for housing rehabilitation any- 
where outside an urban renewal area in a city which had in 
effect an approved workable program 

We believe such a program could be a major means of pre- 
venting the spread of slums and blight and that it would represent 
a major long range saving to both federal and local governments 
by making expensive clearance unnecessary 





URBAN POLICIES OF THE 
FEDERAL GOVERNMENT 


@ Representatives of municipal interests have long 
been largely ignored in the shaping of national poli- 
cies and programs which vitally concern them. The 
role of the cities in the national economy has seldom 
been fully evaluated or understood. 


To a large extent the problem stems directly from 
the fact that the representatives of urban interests and 
affairs are not represented as such in the councils that 
shape fundamental federal policy. 


No single individual or agency at the federal level 
is concerned with the aggrcgate of the urban problem. 
Nowhere at the federal level has it been sufficiently 
recognized that the many existing urban problems with 
which the federal government now deals, highways, 
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airports, urban renewal, water pollution control, ad- 
vance public facility fame ning loans, etc., are inter- 
related and cannot be fully effective unless ‘coordinated 
with one another. Most of the proponents of federal 
——_ created along functional lines are too limited 
in their approach and too preoccupied with the progress 
of their particular effort to make a case for larger and 
more fundamental problems of urban community de- 
velopment. 


A national urban policy must be developed on the 
part of the federal government. Only by way of such 
policy can the various functional programs now oper- 
ative at the federal level to be meaningfully related and 
focused in such a way as to realize the full social and 
economic potential of the nation’s urban areas. We 
therefore resolve: 


Council of Urban Advisors to the President 


31-1. The President and the Congress are urged to create a 
Council of Urban Advisors, a Presidential agency to conduct con- 
tinuing research and make rec on urban p' 

and po d to coordi all federal programs ‘affecting 
urban areas. 

The proposed Council would be charged to recommend the 
best kind of organizational device in government to represent 
urban interests. The proposed Council would s —— review 
the suggestion for a new federal cabinet post for urban affairs, 
previously endorsed by AMA. Unlike the other segments of our 
political economy, such as industry, labor, and agriculture, local 
governments have no one place to turn in their many dealings 
with the federal government. AMA believes that the proposed 
council would start relating and coordinating all existing federal 
programs which affect urban areas, and develop a federal urban 
policy based on its studies of urban problems. 








Urban Affairs 


31-2. Rural areas have been so successful in focusing national 
attention on the farm problem that our government today spends 
more money annually on potatoes than it does on urban renewal 
of the great metropolitan areas in which more than seventy per- 
cent of our people live. 

Unless the “city problem” is raised to the same level of 
national consciousness and effective steps taken to halt the steady 
erosion of our cities, our nation faces a damaging loss in national 
strength almost as great as that which could be inflicted by 
enemy action 

As a first step in focusing attention on the “city problem” and 
granting our urban centers an authoritative voice in the highest 
levels of our national government we urge the creation of a De- 
partment of Urban Affairs, to be headed by an official of Cabinet 
rank. 

We further urge that the United States House of Representa- 
tives and Senate create standing committees on Urban Affairs, 
to deal with legislative matters affecting our urban areas. 


As a further step in focusing national attention on the vital 
problems of our urban areas we urge the President to proclaim 
a White House Conference on Urban Affairs, which conference 
would be held a year from the time of issuance of said proclama 
tion, and to be preceded by state conferences throughout the 
nation. These conferences would draw together government 
officials, technical experts, civic leaders, management and labor 
officials, as well as leaders in the many fields of activity involved 
in urban living, and the conferences would culminate in a 
national White House Conference which would recommend a 
national Urban Policy to be followed by our government 


31-3. Congress should make the present federal-aid programs 
that promote municipal activities fully effective by approving 
each year the full appropriation as permitted in the authorizing 
legislation. Thus Congress should provide the authorized funds 
for housing, airports, water pollution, census of governments, 
aid to rural libraries, civil defense contributions program and 
others. 


32 WATER RESOURCES 


@ The health and economic well-being of every com- 
munity and of the Nation as a whole depends on ade- 
quate supplies of water satisfactory for domestic, munic- 
ipal, industrial and other purposes. Water requirements 
are steadily increasing as a result of population growth 
and industrial expansion. At the same time the amount 
of water of suitable quality for municipal use is being 
reduced as a result of pollution of our streams and lakes 
by the growing volumes of wastes discharged from city 
sewers and factory waste outlets and by competitive 
water uses. In some of the large metropolitan areas, 
the water supply-waste disposal situation has become so 
critical that even with the best present known methods 
of treatment, degradation of the water resource is in- 
creasing. Sound, comprehensive planning must be ini- 
tiated immediately to provide an adequate supply of 
water of satisfactory quality for all future municipal 
needs. 

Construction of sewer treatment plants has lagged, 
due partly to financing difficulties and partly to the fact 
that in comparison with other public facilities and 
services competing for municipal funds the direct bene- 
fits to the taxpayer are less readily apparent. The 
strictly limited tax resources and debt capacity of 
op alities will not finance the required sewage dis- 

facilities, the need for which is estimated to 
a $3 billion in cost. We therefore resolve: 


Water Pollution Control 


32-1. Passage of the Peng Water Pollution Control Act in 
1948 and its n 1956 indi that the federal govern- 
ment, too, has an iatewent in the pollution problem because of its 
jurisdiction over the nation’s waterway and because of the bene- 
fits of pollution abatement to the 7 health. The Act estab- 
lishes and continues the policy of federal responsibility for re- 
search and technical services, financial assistance to states and 
municipalities, and enforcement of interstate pollution controls. 





32-2. The Congress is urged to continue and expand the 1956 
Water Pollution Control Act by: 


1. Providing for an expanded program of research in 
waste treatment methods necessary for the reuse of our 
water resources as they pass from city to city; 


2. Liberalizing the financial provisions of the Act by in- 


creasing the total loan and grant authorization and by 
raising the percentage of Federal contribution available for 
each project to cover at least 33% percent of the cost of 
the project, with no ceiling limitation as to the maximum 
amount; 

3. Increasing the annual authorization from $50 million 
to $100 million; 


4. Authorizing the reallotment of unused State grant 
allotments to States having projects for which grants cannot 
be made because of lack of funds; 


5. Permitting communities to join together to build a 
common sewage treatment works to receive individual 
grants based upon their prorata share of the eligible cost of 
such projects. 

6. Appropriating adequate funds to provide for expanded 
research programs which will more diligently pursue the 
development of improved methods for the treatment and 
disposal of municipal, industrial, and radioactive wastes. 

7. Authorizing studies of water poets caused by the 
discharge of sewage and garbage from ships operating in 
navigable waters of the United States, and the development 





of methods for lling this pollution so as to protect 
municipalities taking their water supplies from these 
sources 


32-3. We urge that the U. S. Congress amend the Internal 
Revenue Code (1) to permit federal income tax credits to re- 
imburse industries for costs of constructing nonproductive 








waste treatment works installed to eliminate water pollution in 
accordance with state and/or local law or ordinances; and (2) 
to permit five year depreciation of productive or profit-contribut- 
ing waste treatment works 


Low Flow Augmentation 


32-4. The Congress is urged to enact legislation which will 
provide water storage for the purpose of low flow augmentation 
for essential dilution of waste treatment discharges and to im 
prove the quality of municipal supply. 


Municipal Water Storage 


32-5. We urge that the Congress provide an appropriation which 
will adequately implement the Water Supply Act of 1958 (Public 
Law 85-500, Title III) which places emphasis on municipal and 
industrial water supply storage 
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Development of Municipal Water Facilities 


32-6. The Congress is urged to enact legislation which will 
make it possible for the federal government to make nonreim- 
bursible contributions for flood control and interest-free loans for 
irrigation features of state projects constructed primarily for de- 
velopment of municipal and industrial water 


Water Resources Planning 


32-7. We urge that the Congress provide for municipal repre- 
sentation on all Federal planning bodies concerned with water 
resources development and utilization 


Feasibility Studies 


32-8. The Congress is urged to authorize the U. S. Bureau of 
Reclamation to make funds available for feasibility studies on 
municipal water supplies in the same manner they are now 
authorized to make feasibility studies for irrigation and flood 
control purposes 
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MUNICIPAL CAREER SERVICE 


@ The ability and conduct of municipal employees determines the public attitude 
toward government and the efficiency with which municipal government is conducted. 
The selection and training of public employees therefore is an important function. Em- 
ployees should be selected who are suitable for the tasks required of them and they 
should be given constant training to permit them to do their tasks in the most effective 
way. Public employment should be made to attract the best people by adequate com- 
pensation, promotions based on merit, continuity of service regardless of party affilia- 
tion, hours and working conditions comparable to those in the best operated private 
industries, and by the prestige that should go with public office. We therefore resolve: 


@ The American Municipal Association recognizes that the great majority of public 
servants and officials are honest, efficient and loyal. The Association expresses its desire 
to see the loyal servants duly recognized and honored by the citizens of respective local 
governments in order that good persons may be induced to render service in the future. 


@ Municipal employees should be selected, paid, and promoted on the basis of their 
individual competence and value to their governments. Appointive employees should 
be retained while their services are satisfactory. Adequate retirement allowances should 
be provided so that employees may leave when they are too old to be most effective and 
so that younger persons can succeed to places of responsibility. 


A program of public relations is needed in each municipality to tell what the 
government and its employees do and why they deserve the respect and recognition of 
the people whom they serve from day to day. A program of public relations must also 
keep the avenues of communication open so that appropriate municipal personnel may 


keep accurately informed concerning the desires and the attitudes of the citizens whom 
they serve. 


Transfer of Retirement Benefits 


@ An inadequate number of capable young persons are preparing for careers in govern- 
ment. One reason for this is that state and local retirement systems do not encourage a 
career system. A professional employee has no incentive to move from smaller com- 
munities to larger cities with more responsibility and pay when every time he moves, he 
loses the accumulated retirement benefits and receives only the amount which he paid 
into the fund, plus a small amount of interest. In other positions, as in the ministry for 
example, an individual may move from one community to another in the same state, or 
to other states, and carry his retirement benefits with him. This is true also of librarians 
and most university and college faculty members throughout the country. Faculty mem- 
bers are participants in the Teacher's Insurance Annuity Association of America. The 
adoption of legislation by states to permit transfer of benefits through some sort of 
clearing house would benefit all local governments because it would encourage mobility 
and, therefore, professionalization of the service which, in turn, would attract capable 
young men to prepare for government service. 


@ Two-thirds or more of the states have adopted statewide retirement systems for 
public employees including officers and employees of local governments. Such state- 
administered retirement systems eventually will be available in all or most of the states 
of the Union; and there is an increasing professionalization of the public service with 
attendant promotions to positions of larger responsibility between local units within the 
state and other states. Therefore, the American Municipal Association encourages offi- 
cials of local governments to work through their state league of municipalities in obtain- 
ing legislation at the state level which would make possible the transfer of retirement 
benefits accumulated by officers and employees to another government position in the 
same state or in some other state, such transfers to include payments made by the officer 
or employee into the retirement fund and also payments made by the municipality. 
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Organization—The Association officially represents 13,000 municipalities in the United States 
and Puerto Rico. AMA is the national federation of state leagues of municipalities. It provides 
membership also for individual cities over 50,000 population, and for state capitals and the ten largest 
cities in each state, regardless of size. 


Program and Activities—Through its Washington and Chicago offices, the Association carries 
on a wide range of activities designed to assist its members in meeting the municipal needs of urban 
citizens. These activities (1) provide research, information, and public relations services, and (2) 
develop and put into effect National Municipal Policy, a statement of major municipal goals in the 
United States, created to focus the power of municipalities on the solution of critical problems they 
have in common. 


In Washington, the Association represents municipalities with Congress and the federal adminis- 
tration, and informs the leagues and member cities on fedetal legislation affecting municipal govern- 
ment. The Washington staff also keeps members posted on municipally related activities of federal 
agencies. 


In Chicago, AMA’s office maintains a complete municipal information service and provides con- 
sultation on special phases of local government. Regular research reports are prepared in the Chicago 
office, and special reports are prepared on critical subjects with the aid of consultants. 


Among regular publications of the Association are American Municipal News and newsletters for 
the leagues and for municipal officials. 
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Mr. Tucker. I should like this morning to discuss generally those 
areas of greatest need in the fields of housing and urban renewal. 
Specifically, I shall refer to various bills which are now before your 
committee, such as H.R. 12152, the Relocation Assistance Act of 1960; 
H.R. 12153, the Home Financing Act of 1960; and H.R. 12180, the 
Housing Conservation Act of 1960. The first two of these bills were 
introduced by your chairman, Congressman Rains; the latter was in- 
troduced by Congressman Moorehead and Congressman Barrett. 

At the outset, I should like to express my delight in title V of H.R. 
12153, the Home Financing Act of 1960, which establishes a Depart- 
ment of Housing and Urban Affairs. 

Cabinet status for the problems of our cities is one of the goals of the 
American Municipal Association, and one toward which I have been 
working for some time. 

Such a Cabinet department would bring dramatic recognition to the 
major domestic policy issues. It would create a responsible focal 
point at which the concern and understanding of any national ad- 
ministration for city problems could be evaluated. 

A Cabinet Department of Housing and Urban Affairs would bring 
to the executive branch of the Federal Government a spokesmanship 
for our urban communities. Sometimes we city officials feel at a loss 
as to precisely where our friends are in the executive branch. 

Administratively, departmental status for urban problems would 
assure a greater coordination of the fundamental policies applied to 
urban areas. Surely we could profit from a closer tie-in of the Fed- 
eral transportation, highway, and urban renewal policies in the cities. 

Further, a Department of Housing and Urban Affairs would be able 
to undertake broad, fundamental, and continuing research in the im- 
pact of various types of policies upon urban life. Such research is 
essential to the planning of desirable future action. 

Mr. Chairman, the national municipal policy of my association 
states that— 
the establishment of an adequate Federal program of urban renewal is the top 
priority of the 1960 national legislative program. 

I do not believe that I must belabor before this group the pressing 
reasons for that high priority to urban renewal. The ugly cancer of 
blight threatens the fundamental health of our urban areas where 
around 70 percent of our population lives and from which are derived 
more than 75 percent of our Federal revenues. 

The technology of our mature industrial society requires that con- 
tinuingly greater numbers of our population live in highly concen- 
trated urban areas. The forces here operating are national in char- 
acter. Their effect is felt in every part of the country. 

Further, the problems which cities face as a result of the basic 
population movement, of which industrial, commercial, and residen- 
blight is a major one, are similarly found in all areas of the 

ation. 

I believe we are committed to being an urban society. The job be- 
fore us is to make that society not only a livable one, but a civilized 
one. 

Beyond the essential human needs of the urban areas lies the in- 
escapable requirement that the urban backbone of our Nation be one 
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of real strength. If our cities are economically weak, the Nation is 
likewise weak. 

Adequate Federal action in the housing and urban renewal field is 
the key to the continued assurance of economically healthy and attrac- 
tive cities. Such action, taken in concert with the proven willingness 
of our cities to assume their share of the responsibilities, is necessary 
to our national security and stability. 

In order to demonstrate the desire of local communities to play their 
part in urban renewal and in order to show the extent of the need, the 
American Municipal Association, together with the U.S. conference of 
mayors, undertook a comprehensive 1960 urban renewal survey. 

If I may, Mr. Chairman, I should like at this point to introduce a 
summary of that survey into the record. 

Mr. Rarns. Mr. Mayor, that has already been included in the record. 
Mayor Dilworth of Philadelphia put it in. 

me Tucker. Fine. Was this repeated to the committee, Mr. Chair- 
man ¢ 

Mr. Rarns. How is that? 

Mr. Tucker. If what I have here is a portion of the record 

Mr. Rarns. I think it would be good for you to go over it. 

Mr. Tucker. Fine. 

Close to 1,200 local governments were requested to complete and 
return the questionnaire which was sent out. As of May 1, 1960, 386 
communities had responded, 258 of them in considerable detail. 

This urban renewal survey is the only one which has ever been 
carried out. No other private, and no public agency, including the 
Urban Renewal Administration, has ever attempted to gather this 
kind of information. 

In addition, the program estimates included in the survey were con- 
sidered to be realistic estimates by the local communities of programs 
which fit their financial and relocation capabilities. 

Further, the results of this survey do not include projections from 
the portion responding, but simply include the absolute figures of real 
need estimated by the responding community. 

Summarizing survey results, I can report that it was indicated that 
for calendar year 1960 local governments will request the Urban Re- 
newal Administration to act on applications for either increases in 
existing capital grant reservations for current projects or for new 
projects involving in excess of $763 million. 

For the 18-month period from January 1, 1960, to July 1, 1961, it is 
estimated the total Federal grant funds required will exceed $1,019 
million. This figure represents the probable requests from less than 
one-third of the local communities now participating in the urban 
renewal program. 

Against this total need of $1,019 million, there currently exists in un- 
reserved funds from fiscal 1960 an estimated $200 million, plus $300 
million which will become available on July 1, 1960. The net deficit 
in need is roughly $517 million—only for those communities filing re- 
sponses to the questionnaire. 

For the future, 181 communities were able to estimate their needs 
for the 3-year period, 1962-64. The total average annual need is 
around $325 million. 
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One hundred and seventy communities estimated their needs for the 
5-year period, 1965 through 1969, at an annual average running at 
more than $350 million. 

Mr. Chairman, to me this is complete and total justification of the 
long-range urban renewal authorization program sought by the 
American Municipal Association. 

This policy envisages a 10-year program of annual authorization 
of $600 million in capital grant reservation funds with a provision 
for acceleration of up to $150 million if local demand requires a larger 
authorization in any given year. 

As I am sure you are aware, proper planning on the part of cities 
for successful urban renewal requires both advance time and some 
assurance of availability of funds. Local communities must be able 
to schedule their own long-range fiscal planning. ‘This can be done 
only if the prospect and size of matching funds can be forecast with 
some precision. 

I am particularly conscious of this problem as my own community 
of St. Louis begins the planning of a new capital improvements bond 
issue to supplement the $110 million bond issue of 1955. Our State 
constitutional limitation on borrowing forbids us to go beyond $39 
million in this new bond issue. Consequently, the propositions in- 
cluded, and the sums budgeted, must be trimmed with careful pre- 
cision, 

The needs of local communities for long-range capital planning 
must be meshed with the possibility of the long-range provision of 
Federal funds in matching programs. 

The American Municipal Association believes that an open, active, 
and vital public housing program must be maintained. 

The necessity for such a program is clear if we are to continue our 
efforts to put the slums out of business by constructing adequate 
amounts of good housing for low-income persons. 

Further, additional public housing units must be provided to offer 
proper housing for many a displaced by urban renewal and high- 
way projects. Senator Clark’s recent bill (S$. 3509) would make avail- 
able the remainder of the public housing units, around 100,000 units, 
authorized originally by the Housing Act of 1949. This seems a rea- 
sonable figure. 

From my own observation of public housing in St. Louis, I should 
like to offer your committee some thoughts in that field. 

I believe that the Federal Government yr to make available to 
local authorities additional annual funds which can be used for es- 
sential welfare services for public housing families. Welfare services 
for families living in totally new and unaccustomed environments are 
as essential as bare shelter and utility services. 

If limited welfare programs could be conducted by the local housing 
authorities, we could go a much further way in making public housing 
successful, not only in slum clearance, but also in human rehabilitation. 

Let me raise a further point for your consideration. Should we 
not permit local housing authorities to continue to rent to families 
who can pay rents equal to the cost of operation and debt amortiza- 
tion, but who are unable to afford equally good housing in the private 
market ? 

This would involve no subsidy, but it would permit such families 
to live in good housing. 

56021—60——21 
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Thought should be given to the problem of those who can afford 
more than public housing, but who cannot afford present high rentals 
in new buildings, or high interest rates. 

We should attempt to make possible a graduation from public 
housing to good private housing. Possibly the coverage of section 
221, mortage insurance, could be extended to include all families in 
the central city who seek better quarters. This could be accom- 
— through extensive liberalization of the concept of “displaced 

y governmental action.” 

I certainly do not claim to have final solutions in these problem 

areas, but suggest that the finest expert attention be given them. 


LOW-RENT PRIVATE HOUSING 


The problem area is well recognized by title II of Congressman 
Rains’ bill, the Relocation Assistance Act of 1960. In the statement 
of purpose of that title, we read: 

The existing low-rent public housing provides housing for displaced families 
in the very lowest income groups, but there are presently no satisfactory existing 
programs designed to provide suitable housing for the large number of displaced 
families whose incomes are not quite low enough to qualify them for low-rent 
public housing. 

One can heartily concur in that finding of fact and certainly 
endorse the solution. The bill provides for loans to nonprofit cor- 
porations for the construction of rental housing for such displaced 
families. These loans would have maturities up to 60 years and a 
2-percent interest rate. 

Frankly, I think this approach could be extended further to pro- 
vide good private housing for any families in the central city whose 
income is too high for public housing, but too low for existing good 
private housing. 

After all, so much renewal and rebuilding, public and private, is 
taking place in our core cities that the concept of “displacement” 
might be more widely applied. The task of saving our cities re- 
quires a basic upsetting of large areas. Its effects are felt by people 
and in housing availabilities throughout the city. 

I might say here that title I of H.R. 12152, increasing the assistance 
given to displaced families and businesses, deserves support. I should 
voice the warning, however, that if one of the purposes of large scale 
urban renewal is to enable the replanning of the renewal area, then 
very careful scrutiny should be given the provision giving displaced 
businesses “reasonable opportunity” to reenter the renewal area. The 
reentry of all displaced businesses might not be compatible with a 
sound renewal plan. 

HOUSING CONSERVATION 


The American Municipal Association is very gratified by the 
approach of two bills now before your committee and can urge their 
support without reservation. I refer to H.R. 12180, introduced by 
Congressman Moorhead, and an identical bill, H.R. 12270, introduced 
by Congressman Barrett. 

These bills are aimed at the goal of conserving existing housing and 
preventing its deterioration. 

Mr. Chairman, the mortgage programs of the Federal Housing 
Act have done much to contribute to the development of new private 
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housing areas. However, adequate mortgage financing has not been 
available for rehabilitation of middle-income housing within the 
older urban neighborhoods. 

By a liberalization of section 220, making it more applicable to 
conservation and prevention of deterioration as well as for rehabilita- 
tion, and making it operative outside of urban renewal areas, the 
bills before you would make a major contribution to our national hous- 
ing needs. 

It makes all the sense in the world to give this kind of assist to pre- 
vent the spread of blight before massive programs of demolition must 
be undertaken. 

This approach would, I believe, bring more balance into the opera- 
tion of the Federal Housing Act. Its program would have more 
direct impact on the settled urban areas, and save a great reservoir 
of good housing. 

I am intrigued by the section of the Moorhead and Barrett bills 
to permit loans and grants to local public agencies to carry out 
limited pilot rehabilitation programs. 

Under this section, up to 50 dwelling units in an urban renewal area 
which are marked for rehabilitation could be acquired by the local 
public agency for eventual resale. This type of limited program 
would allow demonstration to be made of the possibilities inherent 
in proper rehabilitation. 

I believe local public agencies could set an example which, taken 
with the mortgage provisions of these bills, would really stimulate 
private activity in the rehabilitation field. 

Mr. Charman, that concludes my formal presentation. 

I would, however, like to state my appreciation in both my official 
capacities for the hard work your committee is doing in the housing 
field and for the sympathetic and understanding ear which your com- 
mittee has given our urban problems. 

I am sure you know that the staff of the American Municipal As- 
sociation stands ready to offer any assistance which is sought by your 
committee or its staff. The close scrutiny and verification of the 
American Municipal Association’s survey of urban renewal needs 
might be a particular area where such assistance could be rendered. 

I believe, Mr. Chairman, that we must be continually in the proc- 
ess of reviewing and reevaluating our urban needs and the impact of 
new programs upon the cities. We must always be ready to examine 
new approaches and be willing to inject reasonable flexibility in our 
policies. 

The kinds of legislation you are now considering are representa- 
tive of such continual review and openness to new ideas. 

I am certainly anxious to comment, if I am able, on any particular 
topics which you raise. 

Thank you. 

Mr. Rains. Thank you, Mr. Mayor. Before I ask my questions, 
I am going to yield to the distinguished Representative from your 
hometown, Mrs. Sullivan, and see if she has any questions or com- 
ments. 

Mrs. Suuuivan. I certainly have some comments, Mr, Chairman, 
thank you. I told the committee last week that I hoped some day 
the committee could go out to St. Louis and see what has been hap- 
pening in our urban renewal program, that when this was started some 
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years ago there wasn’t very much enthusiasm shown among the people 
because it was just one of those things in the downtown areas and they 
weren’t too much interested usually, when the neighborhoods deterior- 
ate, the people who can afford it simply move away. Under the able 
leadership of our mayor, Mr. Chairman, we have really seen tremen- 
dous progress. When the dirt began to fly in the city and the old 
areas were torn down and then private enterprise started erecting new 
buildings and new apartment buildings, there is a revitalization of the 
whole area and the people have become enthused. The only people 
today who are really finding faulty with the program are those who 
have to leave their homes when they are displaced by the urban re- 
newal programs or the highway programs, but TI want to congratulate 
the mayor and his planning group for the very fine leadership which 
has been shown in remaking, revitalizing, rehabilitating, a local city. 

We also have here this morning, Mr. Mayor, a group of our 
builders from the St. Louis area who are in Washington for their 
conference and when they came in the office this morning, I invited 
them to come and sit a little while at the hearing. 

I have no questions at the moment but I want to say, Mr. Mayor, 
you have done a fine job with the help of your good assistant next to 
you, Mr. Ferris. 

Mr. Tucker. Mr. Chairman, before this becomes a mutual admira- 
tion society between Mrs. Sullivan and myself, may I say, too, we 
are quite proud of her and her able leadership in her district, and 
her unfailing help here in Congress. It has contributed materially 
to our success, 

Mr. Ratns. You mentioned the fact we have some visitors in the 
homebuilding industry. I also have three from my hometown in 
Alabama which we are very glad to have with us. Mr. Mayor, we 
are going to move hurriedly today because we have an extremely 
heavy schedule. I am very much interested in your testimony, and 
all of the way through I thought it was right on the button. 

First. of all, concerning the testimony you gave about the proposed 
Cabinet post for urban affairs. Not that I have pride of authorship, 
but the chairman wants to include an article he wrote for an Alabama 
magazine devoted to municipal government as a part of the record 
immediately after the testimony of the mayor. It is entitled “Cabi- 
net Post for Urban Affairs.” 

I think T should say here that we don’t know for sure we can write 
that into the bill. In the first place, we don’t know whether we have 
all of the support we need. In the second place, we are not too sure 
about jurisdiction. We hope we can, but we put it in this bill for the 
purpose of spotlighting it, and one of these days, Mr. Mayor, I don’t 
know whether it will be this year, but one of these days we are going 
to have a Cabinet post for urban affairs. It takes a lot of the type of 
work that you are doing and the committee is doing and other inter- 
ested people are doing together to make it a reality. I remember how 
long, for instance, it took, to get a Secretary of Health, Education. 
and Welfare. So whether or not we get it in this bill this year, I want 
to say for the committee and certainly for myself and for the mayors 
that we want to keep plugging it if we can. The sooner we get it, the 
better. I think it would have a great deal to do with solving urban 
problems. 
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If you have somebody who can speak at Cabinet level in the execu- 
tive department, regardless of who is the President, it couldn’t help 
but have a good effect on a lot of these problems, so that is one of the 
things we want to get in the bill this year if we can. 

Let me ask you a question, Mayor, just down to earth. I know that 
ideally that we know that in urban renewal we need both continuity 
and a high level of capital grant authorization. That would be the 
ideal setup but as a practical matter in the light of the situation that 
confronts this committee now, it is going to be difficult to get both. 

Now, if you had to make your choice, which would you prefer, an 
adequate level of, say, 400 to 500 million for 1 year in an effort to get 
at the backlog, or a low level of authorization over a longer period of 
time. Which do you think would be the best 4 

Mr. Tucker. Mr. Chairman, it is my feeling when you say low— 
high and low are relative terms which I recognize—I think continuity 
in these programs is very, very essential, and I can illustrate. 

We have had several experiences where we have gone to people, we 
have asked them to pass a bond issue in order that we may participate 
in certain Federal programs, matching programs. We then find that 
perhaps these programs are curtailed, cut back so we stand with this 
obligation against us, at least we have obligated our total local debt, 
when we have the bonds issued which prevents us from using it for 
something else, and we cannot go ahead. 

I think as long as you have an orderly program where you can pro- 
ceed, it is better than a sporadic one where you have it one year, you 
don’t have it the next year and it destroys continuity of planning. 

Mr. Rains. What would you think if we were to be able to find the 
legal language to authorize the program for a period of 6 or 8 years, 
whatever it would be, which would give continuity to the program, 
and certainly a commitment of the present Congress that it was to 
continue, and then put only a 1-year money authorization in the bill ? 
What would you think of that ? 

Mr. Tucker. I think that would be OK. 

Mr. Rains. I am sure you know that I feel very much like you do, 
but I am faced as is each member of the committee with the reality 
of the situation. If we come out here with a 6-year program at $500 
million a year, I know what is going to happen to the bill. We might 
as well look it squarely in the face. So you say that while you think 
continuity is most essential, what you absolutely must have is as high 
an authorization as we can get. 

Mr. Tucker. That is correct. 

Mr. Rarns. Well, thank you, Mr. Mayor; one other question. Mr. 
Walker, whom I regard as a very efficient man, now heads the Urban 
Renewal Administration. He seems so positive that $300 million is 
all that is needed in the year ahead, beginning July 1, to meet all of 
the requests, and yet your survey seems to point to a need for over 
$700 million. 

It is your judgment that that survey was made with sufficient care 
and thought that it is accurate; is that your idea about it ? 

Mr. Tucker. I would say that it was made with care and the in- 
herent desire to obtain the actual facts and the actual needs. 

Mr. Rats. No effort was made to pad the actual needs ? 

Mr. Tucker. No. 

Mr. Ratns. Or what could likely be anticipated. 
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Mr. Tucker. No, I think it is a fair survey that you will be able 
to obtain. 

Mr. Rarns. It is your judgment then that if only $300 million is 
authorized, there would be a big backlog of pending urban renewal 
applications ? 

Mr. Tucker. That is right. 

_ Mr. Rarns. In your city—and I will ask one specific question about 
it—about how much private capital percentagewise in an urban re- 
newal project would you say has gone into the projects in your city 
for each Federal and city dollar invested ? 

Mr. Tucker. That rough rule of thumb is about 6 to 1. 

Mr. Rarns. About $6 to $1? 

Mr. Tucker. That is right. 

_ Mr. Rarns. That seems to be the rule throughout; it is somewhere 
in the neighborhood of about $5 or $6 to $1. We had the mayor of 
Norfolk here the other day who has a very big completed program and 
I believe his statement was about $5 to each Federal dollar. 

That looks like a very good investment, doesn’t it, Mr. Mayor? 

Mr. Tucker. Well, it would appear to me, Mr. Chairman, if the ex- 
penditure of $3 of Government money can be the catalyst for the ex- 
penditure of $6 of private money, it would be a very good idea. 

Mr. Ratns. Because of the increased economic activity in the cities 
which pay 65 percent of all Federal taxes. 

Mr. Tucker. Yes, and there is vitality in the areas around the area 
rebuilt which reflects credit to the city. 

Mr. Ratns. It works like a business putting back part of its profits 
for capital investment; isn’t that what it actually becomes? 

Mr. Tucker. That is true. 

Mr. Rats. Mrs. Griffiths. 

Mrs. Grirrirus. No questions. 

Mr. Rains. Mr. Widnall. 

Mr. Wwnatu. Mayor Tucker, I am sorry I wasn’t here when you 
gave your testimony, but I have read through it and you have some 
good concrete suggestions. Before I ask a few questions, I would like 
to compliment you on the kind of representation you have for St. Louis 
by Mrs. Sullivan. She has been an outstanding member of this com- 
mittee for some years now. 

Mayor Tucker, you wear two hats today, one as mayor of St. Louis, 
and the other as president of the American Municipal Association. 
You are very much aware on a municipal level of fiscal responsibility. 
Now my question is, How can you possibly justify a 60-year 2-percent 
mortgage when the Government is borrowing at 45% today ? 

Mr. Tucker. The ability which they have to borrow is greater than 
ours and they do have some control over the interest rates and I think 
on a national basis at the present time, the Federal policy has increased 
those interest rates. The justification is this: We have the welfare of 
the country at heart, we have the welfare of these cities at heart. We 
do many things for the people which do not, I would say, respond in 
such a way that they = themselves, pay their own bills. In other 
words, they make a contribution in order to accomplish a major result 
and I would say this: By putting these people in better homes, you 
will increase the economic status of the local community, you encour- 
age these people to goon. The returns are justified in increased taxes 
which you receive. 
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Mr. Wipnatu. If you have 60-year mortgages, wouldn't they 
actually be endless? The payoff on principal would be so small and 
the maintenance over a 60-year period would be so great, that you 
would never have them paid for with 2-percent loans. 

Mr. Tucker. Well, I wouldn’t want to go into details because I 
wouldn’t be so familiar with that, that I could say they wouldn’t pay 
off, that the maintenance would beso great. I think we have had lend- 
ing agencies in the Government before where the interest rates were 
very small, and if I recall it correctly, they showed a very good profit. 

Mr. Wipnatu. We haven't had the 60-year period going hand in 
hand with it. This is an entirely new departure, as far as length of 
mortgage is concerned. 

You said in your testimony, on page 6, that your State constitu- 
tional limitation on borrowing forbids you to go beyond $39 million 
under the new bond issue. Well, that, of course, is always presuming 
that you cannot change your State constitution. As it is now, people 
criticize us for raising the debt limit of the United States, but we are 
forced to raise the debt limit of the United States in order to meet 
situations created by bills such as this, 

Mr. Tucker. Well, now, I wouldn’t say, Mr. Congressman, that 
this alone would cause the raising of the debt limit. There are many 
other services and world situations we are participating in now which 
might have a greater impact on raising the debt limit than a program 
of this character. 

Mr. Wipnatt. Mayor Tucker, I have seen what urban renewal has 
done to a number of our cities, and it has been very much on the plus 
side, and I am in favor of urban renewal programs, but I do think 
also from what I have seen that there have been a number of abuses 
in connection with it. Don’t you think that the operation of the pro- 
gram and the hundreds of millions going into it warrant a continu- 
ing look by Congress on the spot to see whether or not the money is 
being spent properly / 

Mr. Tucker. I don’t think there is any question about the right of 
Congress to continue review. In fact, I said they should continue to 
review all of these programs, not only with the idea of improving 
them but also with the idea of seeing that the money is properly spent. 

I think no one would deny that. Congress has the right at all times 
to check into the way the money is being spent. 

Mr. Wipnat. I can agree with what the chairman said about the 
the continuity of the program, and we have tried to get continuity in 
the FHA program, but we don’t seem to be able to do that. There is 
a hand-to-mouth existence all of the time from year to year as it is 
supposed to carry all of the other programs through. Someday I 
hope we will face up to that honestly and let every program stand on 
its own feet, and not let other programs be carried by one program 
which has the full support of the people. 

That is all I have. 

Mr. Rarns. Mayor, we stay so busy here in Congress that we don’t 
get a chance to make the trips and on-the-spot investigations that we 
would like to make. We have already been invited to see your pro- 
gram out in the city of St. Louis by Mrs. Sullivan, so if you extend 
us an invitation we will come to see you one of these days. 

Mr. Tucker. Sir, I would be delighted to have you there and any- 
one you would like to bring. We would put out the red carpet. 
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Mr. Ratns. Thank you very much, Mayor Tucker. 

The next witness is Mayor William B. Hartsfield, the lifetime mayor 
of the city of Atlanta. 

Come around, Mayor. We are delighted to have you. 


STATEMENT OF WILLIAM B. HARTSFIELD, MAYOR OF 
ATLANTA, GA. 


Mr. Hartsrretp. Mr. Chairman, I am sorry that I do not have a 
beautiful Representative in Congress, so I am a little jealous of the 
distinguished mayor who preceded me. 

Ladies and gentlemen of the committee, I am William B. Hartsfield, 
mayor of Atlanta, and past president and member of the American 
Municipal Association. 

For your information, the population of my city is 500,000 within 
the city limits, and has just reached 1 million in the metropolitan 
area. Atlanta is representative of many American communities, par- 
ticularly in the Southeast, that are suffering today from urban blight 
which is fast engulfing the older central core of many American cities. 

Congress should realize that 70 percent of all Americans now live 
in cities and that these cities produce 75 percent of all tax revenue. 
If we are to keep this important source of revenue from dwindling 
from year to year, thousands of acres of slums and blighted areas 
need to be revitalized or completely rebuilt, including not only resi- 
dential but also industrial and commercial properties. 

The cities are willing to do their share but, as you gentlemen know, 
all cities face a difficult financial problem in carrying out their proper 
functions and services because of many restrictions on the tax struc- 
ture. Funds are simply not available locally to do the entire job. 
When we undertake programing for our community we wish to know 
that the dollars we are spending in planning our future are being 
used in such a way that there is every likelihood that tangible results 
will follow. Unless there is continuity in urban renewal authoriza- 
tions by the Congress, cities will be discouraged from undertaking the 
necessary work preliminary to actual participation in urban renewal. 

On the other hand, if continuity in urban renewal is assured by the 
Congress, we can proceed with much of the preliminary work which 
is needed to assure a well thought out comprehensive plan for the re- 
newing of our cities. Therefore, a long-range, adequate urban renewal 
program, and reasonably permanent provisions for its financing, are 
absolutely necessary. 

I have noted with great concern that the administration has not 
recommended any additional authorizations for urban renewal at this 
session of Congress. <A break in the continuity of these authorizations 
for urban renewal will have a discouraging and detrimental effect 
upon cities such as Atlanta, insofar as it affects plans for the future. 
I therefore endorse in principle the position taken before this com- 
mittee by my good friend Mayor Tucker of St. Louis, that we need 
a realistic, long-range, definite program if we are to interest private 
enterprise—developers and investors—sufficiently in rebuilding the 
deteriorated portions of our cities. é 

These people must look well ahead and lay their plans accordingly, 
with reasonable assurance—once the die is cast and they have gone 
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into this business of rebuilding our cities—that the rug will not sud- 
denly be pulled out from under them. 

The American Municipal Association has made a very comprehen- 
sive survey showing the urban renewal needs of our cities, based on 
actual estimates by 386 cities, and, Mr. Chairman, you asked about the 
accuracy of it. Their information came from people right on the spot 
and in touch. 

Results of that survey, the only one of its kind in existence, have 
been made available to your committee. This survey shows conclu- 
sively that to do the job adequately Federal capital grants of at least 
$600 million a year will be required over a 10-year period if we are to 
keep alive in our cities the goose that lays the golden eggs. 

Of course, the cities themselves will be matching these Federal funds 
locally on a 1-for-2 basis. 

You have before this committee for consideration several bills, in- 
cluding the Rains bill, Moorehead bill, and Clark bill, which spell out 
in detail many of the specific needs for these funds. I will not go into 
all of the worthy requirements, so well expressed in these various 
bills, but. I will mention a few items that appear to me to be particu- 
larly applicable and significant. These may be grouped under three 
general headings on which American Municipal Association policy 
has been definitely established, well presented and documented in the 
pamphlet “The National Municipal Policy,” already submitted to your 
committee. 

These are: Housing, section 14; urban renewal, section 30; and 
urban policies of the Federal Government, section 31. 

Housing requirements include additional public housing, as we 
know it today, to meet the needs of those who are not financially able 
to purchase or rent standard dwellings in the open market; low rent 
private housing, with special interest rates to encourage both de- 
velopers and buyers; cooperative housing; rehabilitation of existing 
structures and broadening of the base for 220 financing to include 
properties outside of urban renewal areas where cities have approved 
workable programs and code enforcement. 

Because we have a high concentration of multiproblem families in 
our public housing projects, we are convinced that the standard serv- 
ices available from the various social agencies could be much more 
effective if there were persons on the Housing Authority payroll who 
could coordinate and assist the various social agencies in their work 
with project tenants. It ismy hope that your committee will strength- 
en the provisions of public housing legislation so that those who ad- 
minister the program can and will permit the payment of salaries 
for such personnel as may be required to do an adequate job in this 
field. 

I am glad that Congress has seen fit to recognize the ever-growing 
need for adequate housing for our senior citizens. Increased em- 
phasis on housing for the elderly and for single persons of middle age 
and older is also a much needed requirement. T recommend that this 
committee give serious consideration to expanding legislation to per- 
mit the carrying out of a well-rounded program for the elderly in 
public housing. 

An essential element in keeping the urban renewal program virile 
and healthy is broadening the base of the program to include greater 
emphasis on conservation and rehabilitation; adequate provisions for 
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low-cost housing, including continuation of the 221 program ; improve- 
ment in certain aspects of mortgage financing, and adequate funds for 
administration of the urban renewal research program, already au- 
thorized by Congress. It is obvious that the program of Federal 
assistance and participation in the elimination of obsolescence must be 
increased if significant progress is to be made. This is not to deny 
that more activity needs to be done locally in the form of new legisla- 
tion, new financial policies, new attitudes, and participation by both 
counties and States. 

Certainly the cities of America today deserve as much attention 
as agriculture. The impact of the Federal urban renewal program 
has focused special attention on the problem of the older, less efficient, 
obsolete, substandard, and blighted areas of American cities. It has 
taken several years for the program to develop and become accepted 
by local public officials who are becoming more and more interested 
in participating in the program. Many activities of local municipal] 
government, especially planning, have been improved as a result of 
this program. Many local administrative practices and policies have 
been changed as prerequisites to full participation to the Federal 
program. I refer to the workable program requirements. Citizens 
advisory groups have become educated. To some extent, financial 
policies have been changed. These constructive reactions and many 
others have been direct outgrowths of the recognition by the Federal 
Government of urban problems. These problems, in many respects, 
in terms of need and scale, involve more people and more dollars 
than almost any single aspect of life in the United States, except 
national defense. Hence, the need for the creation by Congress of 
a Department of Urban Affairs to guide the destiny of our cities. 
This is already long overdue. 

To illustrate some of the principles I have been advocating, let me 
give you a few statistics from my own city, Atlanta: We already 
have five urban renewal projects in being, involving over 1,200 acres. 
Our development program covers a 5-year period from January 1, 
1960. The net project cost of the planned improvements amounts to 
$27 million, of which one-third is being borne locally, and two-thirds 
by the Federal Government in the form of capital grants. This 
effort, as impressive as it is, represents only about one-sixth of the 
total urban renewal requirements in Atlanta. 

Our planning department has recently made a comprehensive survey 
of the extent of dilapidation and urban renewal needs in the central 

ortion of Atlanta. (See attached report “Shall We Rebuild Again.”) 

he area studied covers about 13 square miles, including, and im- 
mediately surorunding, the central portion of the city. In this entire 
area 70 percent of the residential structures, 41 percent of the com- 
mercial, and 32 percent of the industrial Ba shiny are classified 
as substandard. The estimated cost to the city, with Federal aid on 
a 1-to-2 basis, to correct this condition is $45 million. If spread over 
a 20-year period this will amount to $214 million annually of city 
funds alone, with twice this amount in Federal funds, on a 2-for-1 
basis. This covers only 13 square miles within the heart of the city, 
which has a total of 128 square miles. 

Another example of why piecemeal, hand-to-mouth, programing is 
inadequate, is illustrated by our 221 low-cost FHA-insured mortgage 
program in Atlanta. In late 1957, Atlanta asked for and received 
from HHFA an allocation of 550 low-cost 221 housing units, to assist 
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in solving our relocation housing problem for families displaced by 
governmental action. We adopted special standards, which are the 
highest in the Nation, for 221 houses. We might have built all of 
these units by now, but purposely have tried to gear construction to 
actual displacement needs. As of January,1, 1960, FHA had allocated 
approximately 2,500 of these units to builders. Building permits have 
actually been issued on approximately 2,000 of these. Nearly 98 per- 
cent of all units built for Negroes—more than half—have been pur- 
chased and occupied by legitimate displaced family certificate holders. 
This is the best record of any community in the country. The Janu- 
ary edition of House and Home magazine, page 81, shows that At- 
lanta has led the entire Nation in both number of applications and 
actual starts in the 221 program. 

Displacement by code enforcement and urban renewal clearance 
is now just beginning in Atlanta. This year we have issued more 
than 60 certificates each month to displaced families—see record at- 
tached; and development of our urban renewal projects anticipates 
approximately 1,700 dwelling units to be built within the project 
areas under the 221 program. 

Yet on May 10 of this year, just a few days ago, as part of a nation- 
wide cutback, sponsored by the Bureau of the Budget, we received a 
notice from HHFA that our 221 program has been reduced from 
5,500 to 3,100 units, and that this should be adequate to meet our 
entire needs for displaced families during 1960 and 1961. An increase 
of only 600 units over a 2-year period, and at a time when we will 
need them most, and are leading the whole Nation in this program. 

This action has completely discouraged our local real estate brokers, 
builders, and mortgage bankers, who have been participating in the 
program. They are now seeking other fields of endeavor. The time 
lag in this program is the critical feature. It takes from 18 to 24 
months from the time a developer decides to go into the 221 program 
until the houses are ready for occupancy. 

This is a typical example of why permanency is needed in urban 
renewal programing and funding, and assurance that the executive 
branch of Government does not, through restrictive policies such as 
this, circumvent the intent of Congress. 

In closing, I recommend that this committee give consideration and 
support to expanding legislation to permit the carrying out of a well- 
rounded and adequate program to enable the American cities to help 
themselves in an all-out fight against deterioration and urban blight. 

I am submitting to you, Mr. Chairman, ladies and gentlemen, 
“Shall We Rebuild Again,” and a statement of the 221 certificates 
issued. 

Mr. Rains. Those attachments, Mayor, may be included at the end 
of your testimony. 

Mayor, that is a very fine statement, and I want to compliment the 
great city of Atlanta for the good job that it is doing, and has been 
doing for so many years, under your leadership. 

Do you think the 221 program could be made to serve as the vehicle 
for relocation of people displaced if we cut a lot of the redtape out of 
it and put some definite statements as to how it should be operated ? 

Mr. Harrsrretp. Mr. Chairman, I think that cutting redtape out of 
anything is always good and to the extent that we can make it more 
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effective and more useful and faster, that is also good. We have made 
full use of it because 

Mr. Rains. What I had reference to was vour statement that it takes 
nearly 2 years to get a project under way on 221. I believe that could 
be pushed up a little, don’t you think it could ? 

Mr. Harrsrievp. I think so. Of course, private builders have ar- 
rangements which they must make which take some time. The time 
lag may not always be that of the Government. 

I have always said, Mr. Chairman, about this program, like a great 
expressway program, I have likened these things to an iceberg, you see 
only the tip of an iceberg in the water. Four-fifths of it is under the 
water, and that is the vast amount of time taken in procurement, in 
legal redtape sometimes that cannot be cut, all of these programs take 
a vast amount of time, and that is why continuity is so important, 

These things are more than just buildings. They are vast move- 
ments which take years to accomplish. 

Mr. Ratns. In other words, if they are going to do the planning that 
covers four-fifths of that iceberg you are talking about, which is a big 
portion of these projects, they have to have a sufficient time so that 
they can get the job done and know they are not going to have, 
as you said, the rug jerked out from under them in the middle of the 
operation. 

Mr. Harrsrrecp. Yes, sir. In our case we have many things to fight. 
We have laws declared unconstitutional. We have had to go back 
to our legislature for constitutional amendments. That means a battle 
in the legislature, passage, submission to the people, ratification, all of 
those things have been part of the battle for better housing and for 
urban renewal, and all of them take time. 

Before we get a constitutional amendment we must know what we 
are getting it about. There must be some definite policy here to which 
we may gear ourselves and the process of gearing local government 
often takes years. 

Today I am an advocate of putting the counties into this thing in 
Georgia. That will take legislation. It is completely wrong for a 
county which has the same and a larger tax base, to sit by and let a 
city do this work and then come in and tax it. That may take some 
time. I don’t mean to say we are faltering in this program. We are 
pushing it actively. 

Mr. Rarns. Mayor, I know that ideally we need both the continuity 
which you have emphasized and a high level of capital grants authori- 
zations for urban renewal. Asa practical matter where we are sitting 
now, it is going to be I think impossible to get both, certainly im the 
range which the AMA has recommended in its resolution. 

Now, if you ‘had to make your choice, which would you prefer, an 
adequate level of, say, 400 to 500 million for 1 year, or a low level of 
perhaps half that amount over a longer period of time ? 

Mr. Hartsrrevp. I would start it right at the beginning and trust 
to future Congresses and the American people to see that this thing 
is carried on. I am one who has seen local government over a very 
long period of time, and I have observed when these things are essen- 
tially right they begin to sell themselves. 

Now let me give you a perfect illustration, this great expressway 
program, Ww shen it first started all it was was trouble, legislation, 
futility. Everybody was mad when they started procurement, no- 
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body wanted to sell, and when they cleared out projects everybody 
raised cain about the dislocation, the detours, the dust, everything in 
the world was wrong until they opened one sector of the express- 
way, and then the people saw what it was, the end result. 

Now, you can’t build too many, too quick, and too fast. Now when 
you get these urban renewal projects going, and in a city, you begin 
to open one and the people see then the fruition, you are going to find 
such a mighty surge and pressure for it all over the Nation that it 
will go. 

Mr. Rains. You feel the continuity will come along ¢ 

Mr. Harrsrievp. Yes, sir; I think continuity will take care of itself 
once you show the people what this thing means in saving the Ameri- 
can cities, the essential core, and are able in each city to present to 
them a completed project, and they see the photographs of what was 
there before and what is there now, as it will be then. Then I think 
urban renewal will take care of itself. 

Mr. Ratns. How long have you been mayor of Atlanta ‘ 

Mr. Harrsrietp. Since January 1, 1937, with a light hiatus of a 
year; 23 years, about. 

Mr. Apponizi0. ‘That's a civil service job, 

Mr. Harrsrietp. Well, it seems that I have made it a career. 

Mr. Ratns. Mr. Addonizio. 

Mr. Apponizio. First of all, 1 want to tell the mayor that I listened 
attentively and I was impressed by what he said, but I have a feeling 
that the people have already reached that point where they want 
these urban renewal projects. 

Mr. Harrsrietp. We think so, too. 

Mr. Apponizio. Certainly in my city that is true, and I think that 
is testified to by the great many applications that are on file with the 
Urban Renewal Administration. Our problem here in Washington 
is not. to convince Members of Congress who come from areas such 
as Atlanta, but, rather, the Members who come from these rural areas. 

How would you suggest we solve that ¢ 

Mr. Harrsrrevp. Convince the rural gentlemen? I don’t know; 
down my way we have some ideas; we have what we call the county 
unit system in Georgia. Someday we will get out from under it. 

Mr. Apponiz10. Well, I hope someday we will get out from under 
here in Washington, too, and I think certainly setting up this Depart- 
ment of Urban Affairs would be a step in that direction. 

Mr. Hartsrrevp. We think that that is long overdue. Many of our 
laws, as you know, our fundamental and basic laws, were passed when 
the country was predominantly agricultural and the cities were very 
small. Today that situation has reversed and the process of changing 
it is going to probably be cumbersome and agonizing, but it will be. 

Mr, Apponizio. Mayor, I want to compliment you also for advocat- 
ing the payment of salaries to personnel in these social agencies which 
work with these problems in public housing. 

Mr, HarrsrieLp, You are going to pay them somewhere else, and 
we think they can do a better job within that structure. 

Mr, Apponizio. Up in my city they already are doing something 
along that line. I was wondering whether you had made any attempt 
with public housing, for the public housing administration, to do 
something in that direction ¢ 

Mr. Harrsrietp. I think they do, as much as the law allows. 
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Mr. Apponiz1o. Well, I have been told by some of the staff of our 
committee that they think it would be permissible for the Public Hous- 
ing Administration to go along with this idea of putting people on 
the payroll, working in that direction. 

Mr. Hartsrrevp. We are very happy with our Public Housing Ad- 
ministration under Mr. Satterfield, who was one of our officials for- 
merly. It is very enlightened and progressive, and I am sure that he 
is doing everything that he can. 

Mr. Apponiz1o. Thank you, I have no further questions. 

Mr. Rains. Mr. McDonough. 

Mr. McDonovueu. Mr. Chairman. 

I appreciate your highly informative statement. I think all of us 
are interested in seeing that our people are better housed and the ques- 
tion now comes to the point of how best to do it without imposing on 
some people. These are matters which the cities demand. You indi- 
cate that you have been mayor there since 1938. 

Mr. Harrsrrevp. 1937. I began my official duties the first month 
in January of 1937 with the town broke, by the way. 

Mr. McDonovueu. Well, that is quite a number of years, and you 
have an accumulation in all cities, I don’t say Atlanta, but all cities 
are more or less affected in the same way, you have today an accu- 
mulation of poor planning, the neglect of enforcement of the building 
codes, and a thousand and one little things that they overlook that 
now the Federal Government seems to have come to you and said you 
should have been doing these things, otherwise you wouldn’t need 
urban renewal. 

It seems to me that urban renewal, although it has a national aspect 
in its title, is pretty much a responsibility of the local government to 
look after its own to see that it doesn’t need this kind of aid. 

Mr. Hartsrietp. Yes, sir. There are some of us who think farmers 
should look after themselves. 

Mr. McDonovueu. Well, now, you get into an economic situation. 
I haven’t any brief for the farmers. I am in a consuming area. I 
don’t like this high cost subsidy. You have heavy production there. 
But you don’t have the same perspective in urban renewal as you 
have for the farmer, because people have lived in these cities for many, 
many, many years under very difficult and probably undesirable cir- 
cumstances, and we are now trying to correct it. 

The point I am trying to make is that I think the progress we have 
made since we first started to clear slums, and then it went under the 
title of urban renewal, has been very rapid as compared to the neglect 
that existed for many, many years before that. 

Don’t you agree with that / 

Mr. Hartsrre.p. Yes, sir. 

Mr. McDonoveu. Now, that neglect was because the local govern- 
ment didn’t live up to its own requirements. 

Mr. Harrsrietp. I would have to question that. 

Mr. McDonoven. Please understand, I am not using you as an 
example of all of the cities in the United States. Los Angeles is in the 
same situation. We have a section of town that needs urban renewal. 
Chicago, New York, Philadelphia, and all of the rest. But I am just 
wondering what would have happened to the cities if the Government 
hadn’t come along with an urban renewal program. Would they have 
done anything for themselves. 
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What do you think? 

Mr. HarrsFietp. Congressman, the answer to that would take the 
whole morning. That is the whole story of neglect of the cities by the 
States, of a unit of government that has come up and expanded in this 
Nation, and yet has not been recognized. That is the story of every 
mayor of a big city, domination by his rural areas, continual growth, 
continual problems, problems of money, problems such as we are talk- 
ing about today, a neglect by State government, a lack of realization 
that the cities were growing, their problems were growing, trying to 
operate under old archaic State laws. 

I live in a city that has no say in the political control of Georgia. 
The candidates for State office don’t even bother to speak in it. The 
vote of one man in my city is practically worthless because a vote in 
one country county is worth in some cases 200 times his vote. 

Now, the average city has seen the revenues of its people appro- 
priated by both the Federal Government and the States. I am left 
with practically nothing but an ad valorem tax. The automobile 
came along in this great civilization of ours. It increased values out 
in the suburbs. It created gigantic traffic problems, and yet the 
revenue from the automobile was promptly appropriated by both 
State and Federal Governments. 

All of the intangible forms of taxation were appropriated by State 
and Federal Governments. Cities have been left over long periods of 
years to struggle with these increasing problems without any new 
sources, uniformly nationwide, with the notable exceptions, of reve- 
nues with which to cope with it. Out of it, of course, has come 
these problems. 

I am one who feels that Federal aid and State aid is long overdue 
because cities are in these problems because they have not had the 
proper amount of attention from State and Federal Governments. 
We have been left to our own resources, and with the handcuffs that 
have been upon us the cities of America have done a marvelous job 
in spite of the fact that they have not received the help that they 
should from State and Federal Governments. 

Mr. McDonoveu. Well, you are not asking for central control from 
Washington for the cities and counties and States of the Nation? 

Mr. Harrsrrevp. Iam asking for existence. 

Mr. McDonovuen. Well, existence, all right. There are a lot of 
people talking about coexistence, too. 

Mr. Harrsrievp. I don’t want Federal control. 

Mr. McDonoveu. You don’t want to live under coexistence where 
some people say we can get along with Russia if we just yield to their 
pressures. 

Mr. Harrsrteip. No, I don’t want to yield human dignity; but our 
people want to live with some dignity. 

Mr. McDonoven. Well, of course, they do, and the problem in 
your State may be a little more emphasized than it is in other States. 
If your problem is at the State legislative level, it ought to be cor- 
rected. There are some of the States in the Union that don’t have that 
quite as concentrated as you have, but they have it. 

Mr. Harrsrietp. They all have it in some degree. 

Mr. McDonoven. Certainly the State Legislature of Georgia 
should be interested in Atlanta, You say they are not. That is very 
unusual. But because they are not, you are not going to seek any 
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central control from Washington to dominate your State, I hope, or 
your city. 

Mr. Hartsrtetp. No, sir; we don’t want it. 

Mr. McDonovueu. You are going to use every resource you have 
at home before you come here for anything. 

Mr. Harrsrievp. Yes, and are. You are looking at a witness who 
adroane? at his own expense has gone to the Supreme Court of the 

nited States in order to try to make it possible for the citizens 
of Atlanta to have a vote that counted with everybody else’s vote in 
Georgia. 

Mr. McDonoven. Well, that is a local question on voting. 

Mr. Hartsrrevp. I think, Congressman, your discussion is tied in 
with this whole problem of urbanization and lack of realization on 
the part of the States of the problems of the cities. I say that if it 
hadn’t been for the Federal grants I don’t know what the cities of 
America would have done. I don’t think there would have been 
many airports in this country if it had not been for a realization of 
the Federal Government of the problems of aviation. The States 
didn’t do it, with one or two exceptions, possibly Michigan, and sev- 
eral others, but practically all of the big airports have been built with 
Federal aid. 

Mr. McDonovenu. Well, I am not opposed to urban renewal and 
slum clearance, please understand, but I think that the cities should 
recognize that the Federal Government is cleaning up the errors that 
these cities made themselves in the early periods of their operation. 

Now, if you had the foresight in your administration or your pre- 
vious administrations of the city of Atlanta, you wouldn’t have this 
cumbersome, undesirable accumulation of insanitary housing and 
poor streets, not wide enough, houses not built to proper standards. 

Mr. Hartsrretp. That is like blaming the poor man for not driving 
around in a Cadillac. He just can’t buy it. With the restricted 
sources of revenues which the cities have, I think they have done a 
marvelous job, and with the neglect that they have gotten from other 
governments, 

Mr. McDonoven. That is all. 

Mr. Ratns. Mr. Mayor, of course all of the cities as well as small 
towns, if they had the wherewithal and had the knowledge back 15 
or 20 years ago, or 35 or 50 years, could perhaps have averted slums 
and saved these neighborhoods, but as Mr. McDonough was asking 
those questions I couldn’t help but think of all of the failures on the 
part of the Federal Government. We can name the Potomac River. 
I can name plenty of them. I don’t think we should criticize one 
level of government when we have all slipped. 

Mr. Harrsrrecp. If you gave us back the income tax, and the tax 
on gasoline, and all of the luxury levies the Government has in my 
town, I will retire from asking for urban renewal. 

Mr. Rarns. I agree with you 100 percent. 

Mr. McDonovcn. We are not sure that the things we are doing 
now are not going to be undesirable 50 years from now. Even this 
urban renewal program—we have no assurance that the people in 
power at that time will be satisfied with what we call modern trans- 
portation, modern highways, modern homebuilding, modern civic 
centers. We are not sure of that. We may have to tear all of that 
down 50 years from now. 
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Mr. Harrsrietp. Congressman, I am not sure of anything 50 years 
from now. 

Mr. McDonoven. You have been down there a long time, about 
half of that time. 

Mr. Harrsrie.p. I am going to hang on as long as possible. 

Mr. Rarns. Are there any other questions? We are running a 
little late. 

Mr. Wipnatt. Mr. Chairman, there is one question on my mind in 
connection with a legislative problem which is very serious, and that 
is this 60-year 2-percent long-term proposal. 

I don’t thing in talking with mayors in the United States that this 
is 100 percent supported by the American Municipal Association. I 
know the mayor of Norfolk the other day didn’t express any particular 
confidence in that part of the program. 

How do you feel about 60-year 2-percent loans? 

Mr. Harrsrieip. I frankly didn’t come prepared to discuss it, but 
I would say the marketing of the securities, the market reflects what 
they think of your security. You say what you think is the proper 
interest, and the market responds by giving you a lesser price for 
your bond. 

Mr. Wipnati. Of course, in this case what we are talking about is 
the Government borrowing money at 45g and then lending it out at 
2 percent, and we have a big quarrel as to fiscal responsibility in con- 
nection with it. I am sure no mayor would undertake a program 
of that kind in his own municipality. 

Mr. Harrsrireip. Well, of course, they are all well backed up. 
You know, after all, there are different places to put bonds. For 
instance, you couldn’t interest me in a tax-exempt bond because I 
am aman with very little, and I would rather try to get more return, 
but if I had $20 or $30 million to deal with, then I would be interested. 

There are types of investors to whom that will appeal. When 
you are selling securities you have a certain type of tax-exempt se- 
curity that appeals to a certain kind of investor, and the other kind 
doesn’t. It depends on how much money, the individual] tax situation 
of the investor. 

Mr. Wipnatu. Mr. Mayor, I think you misunderstood my question. 
Perhaps I didn’t express it clearly enough, but embodied in this legis- 
lation in connection with relocation housing there would be the possi- 
bility of borrowing for 60 years at 2 percent, this is from the Gov- 
ernment. 

The Government would have to borrow money and the exist- 
ing rate would be 45g, in order to loan it out at 2 percent. There is 
a net loss to the taxpayer of 25¢ percent. 

(The material submitted by Mayor Hartsfield is as follows :) 
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[From the Atlanta Journal, May 20, 1960] 
THE 221 Hovusine Story 
(By Ed Hughes) 


Continually in the telling of the urban renewal story the term ‘221 housing” 
crops up, more often than not involving an element on controversy. 

At first the controversy centered around objections to “221 houses” being built 
in certain areas. This dissolved after some of the houses were completed. 

The most current controversy was (and is) over the Federal Government 
cutting down on the number of ‘“221’s” authorized for Atlanta. 

After approving 5,500 of the “221” loans, the regional administrator of the 
Housing and Home Finance Agency has recommended that Atlanta’s allotment 
be cut to 3,100. City officials are complaining that this will hurt the urban re- 
newal rehousing program. 

The “221 house” is a house built under a special loan authorized in section 
221 of the National Housing Act. The loan requires no down payment and 
is paid over a 40-year period. 

The houses built under this loan are designed to be used for rehousing people 
moved out of their homes by government action (through urban renewal or other 
governmental land buying, through over income for public housing dwellers, 
or through living in a home declared not to meet governmental standards). 

The loans cannot exceed $10,000 per house, and the requirements for what is 
to be provided in the house are strict, giving buyers probably more for their 
money than any other home-buying arrangement operating. 

In the case of most Atlanta ‘221’s” this boils down to paying closing costs and 
about $60 a month in payments. 

Because the profit margin is smaller to the builder of ‘“221’s” than the profit 
under regular building, the Georgia Chapter of the American Institute of Archi- 
tects is providing a service to help out the builder and the potential homeowner. 

The Urban Renewal Committee of the organization has drawn six separate 
sets of plans, two traditional and four modern, of houses which can be built with- 
in the price range of the “221’s” and which more than meets the governmental 
requirements. 

These plans are available free to “221” builders, thereby lowering their costs 
and providing a better house for the $10,000. 

Within the near future, the AIA chapter plans to back a subdivision of these 
“221” homes, showing what can be done under the program. 

Meanwhile, city officials continue their efforts, both here and in Washington, 
to get the Atlanta allocation placed back at the original 5,500 figure. 

On their side is the fact that Atlanta has had more “221” houses applied for 
and started than any other city in the nation. 


DEPARTMENT OF URBAN RENEWAL, 
RELOCATION HOUSING OFFICE, 
Atlanta, Ga. 
The number of “221” certificates issued as of December 31, 1959, and cumula- 
tive total to April 31, 1960, is: 





| White | Nonwhite 


Number issued to Dec. 31, 1959_____- 


wine piineenseeukndacdeedbdandtehagueda 253 1, 399 
The activity for 1960 is: 
January ba Wdkepewkehocnhk Sab esiannd anna oheudinginaaeewdmidnigtinn 2 52 
PE eincnk custard dando vacksokexwue pein buctieiiien otatee tdnokiaaenin 64 
March.....-- ; wes are EES dcvntapee 3 | 56 
April an ubnaee ide na seas dain ocinvoseacteandhenawel 1 70 
Cumulative total to Apr. 31, 1960_______- | 259 1,641 
| 





JOHN T. HOPKINS, 
Housing Officer. 
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[From the Alabama Municipal Journal, May 1960] 
CONGRESSMAN CITES NEED—CABINET POST FOR URBAN AFFAIRS 
(By Hon. Albert Rains, Member of Congress, Fifth Alabama District) 


The need for a Secretary of Urban Affairs at Cabinet level came to my atten- 
tion most vividly this year when the President delivered his state of the Union 
message to Congress. It did not contain a single recommendation for relief of 
any of the vast problems which now confront our cities and towns, even though 
more than four-fifths of the American people live in cities and towns. 

Under our Constitution, the President recommends legislation to the Con- 
gress. It is my observation that the President does not have the special knowl- 
edge, training or experience in his own right which would enable him to make 
broad forward-looking recommendations to Congress, in the area of muinicipal 
government. I am sure he relies solely on the heads of the Departments, and 
members of his Cabinet. 


SCOPE OF MUNICIPAL INTERESTS 


As an example of the scope of existing municipal problems, I was recently 
impressed to note in the Congressional Record a “statement of policy” by one of 
the State leagues. This statement covered municipal credit, airports, highways, 
housing, civil defense, natural gas, water pollution control, urban renewal, water 
resources, education and several other areas of concern. 

But the diverse nature of current municipal problems is no more complex than 
is the dispersion of Federal assistance in dealing with them. 

During my tenure in Congress, hundreds of mayors from Alabama, and from 
other sections of the country, have contacted me from time to time about prob- 
lems concerning their cities which were pending before U.S. Government 
agencies. 

So often I have seen mayors compelled to spend days in Washington contact- 
ing many different agencies about a problem which should have been solved by 
contact with one agency. I have long believed that the cities and towns of this 
country need in Washington, a clearing house, with complete jurisdiction over 
the myriad problems of city government. 


SIMPLE PROCEDURES NEEDED 


For instance, today, when a mayor comes to Washington to see about a com- 
munity facility loan, it is necessary that he contact the Housing and Home Fi- 
nance Agency, the Community Facilities Administration, the Department of 
Health, Education and Welfare, and the Labor Department. On a housing loan, 
frequently his contacts must be made with the Public Housing Administration, 
I NMA, FHA, the VA and the Wage and Hour Division of the Labor Department, 
the Bureau of Public Roads and HEW—when as a matter of fact, all of these 
should be under one agency and one head. We should eliminate bureaucratic 
redtape and empire building on the part of the agencies and thus cut the expen- 
sive lag so often involved in doing business in Washington. 

This need is not for big cities alone. Big cities have money to get planners, 
contact people and Washington representatives, whereas the small towns of 
America are not blessed with this wealth of specialized personnel to assist in the 
rat race that develops when the varied Federal departments are involved. The 
result is that many cities and towns must depend on their Congressman and 
with so many considerations it is impossible for him alone to give these munici- 
pal problems the time and detail which they merit. 


THE WASHINGTON RAT RACE 


As I recently told a congressional committee which is considering my bill to 
establish a Department of Urban Affairs—with Cabinet status—our mayors and 
other city officials face a fantastic waste of time when they come to Washington 
on business. They must run all over the city seeing every Tom, Dick and Harry, 
it would seem, in order to find out who to see next. 

I believe that a department within the Cabinet would offer a more eflicient 
and cohesive Federal effort in dealing with these multiple city problems. Just 
as we have a Department of Agriculture concerned with the problems of farmers, 
we should now create a Department concerned with the problems of city and 
town people. 
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Many economists and housing leaders have for some time espoused the idea of 
a central agency for urban problems. One spokesman called such a department 
“a voice at the council table.” Dr. William C. Wheaton, president of the National 
Housing Conference and director of the Institute of Urban Affairs at the Uni- 
versity of Pennsylvania, has declared that the primary purpose for Cabinet rank 
for such a department is “to secure a seat at the bargaining table for our urban 
communities.” 

ONE AGENCY APPROACHES GOAL 


Dr. Wheaton has also noted that the Housing and Home Finance Agency has 
already become, for all practical purposes, a Department of Urban Development 
and Housing “in all but name and prestige.” It is true, as he says, that this 
agency has a staff and budget which does exceed that of some Departments. 
Thus, on grounds of size and scope of operation, departmental status here would 
certainly be justified. 

Many municipal and urban problems are interstate by nature and cannot be 
handled effectively by the State. Certainly few, if any, States are in position 
to assume the financial burden which so many municipal problems entail. 
Stronger executive leadership in Government housing programs is yet another 
reason why a department with Cabinet status is important for all our cities 
and towns. 

Mr. Ed E. Reid, executive director of the Alabama League of Municipalities, is 
to be commended for his initiative and foresight in assisting in the early stages 
of this plan. He was a major force in the American Municipal Association’s 
adoption of a resolution which was quite similar to one already approved by the 
State organization, which Mr. Reid directs. 

I am impressed by the fact that there is unanimity among the country’s city 
officials on this proposal as expressed in the AMA resoluticn which points out: 


NATIONAL GROUP RESOLUTION 


“Unless the city problem is raised to the same level of national consciousness 
and effective steps are taken to halt the steady erosion of our cities, our Nation 
faces a damaging loss in national strength almost as great as that which could 
be inflicted by enemy action. 

“As a first step in focusing attention on the city problem and granting our 
urban centers an authoritative voice in the highest levels of our National Gov- 
ernment, we urge the creation of a Department of Urban Affairs, to be headed by 
an official of Cabinet rank.” 

This great national association of municipal groups has also urged that House 
and Senate committees on urban affairs be established. Those who must deal 
with urban problems are increasingly alarmed and bewildered by the stagger- 
ing growth of these problems in recent years and by the prospects of more 
rampant growth in the future. 

Recently the U.S. Conference of Mayors also recommended a Federal depart- 
ment to deal with urban affairs. 

And the president of the National Association of Home Builders favors special 
status for the “voice of housing.”” Speaking to New York bankers early this year, 
Martin L. Bartling, Jr., urged that the nation’s political parties formulate “bold 
and imaginative housing philosophies” and that these be “given form and sub- 
stance at the Cabinet level.” 


URBAN RENEWAL LAGGING 


Throughout the country, dissatisfaction with many agencies of our housing 
situation is growing. I am referring in particular to the lagging urban renewal 
program. It has not progressed as it was designed to because of Federal redtape 
and conflicts between the Federal and local officials, often over the slightest 
procedural or technical matters. Today more than a thousand cities have work- 
able programs but only 120 have any housing built and financed with section 
221 loans. 

This is the program which the present Administration once hailed as a means 
of attracting private builders and lenders to slum clearance operations. It is per- 
haps the most important and necessary aspect of the whole housing bill as far 
as municipalities are concerned. 

I believe that by proper coordination in Washington, the kind of programing 
which only a Department can develop, this one feature of our housing laws 
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would become the key to city development, as well as the prime means of eradicat- 
ing ever-growing blight. 

The city—and today the small town—is the hub of suburbia. Once suburbs 
existed as such only on the fringe of our large cities. Today suburbs are every- 
where and the trend is for more. Most services for these communities which are 
almost entirely residential, must come from the hub—the parent city or town. 
The city’s costs go up, and in the inevitable competition with State and Federal 
reeeens for taxes, it is the local unit which comes out at the little end of 
the horn. 


FEDERAL LEADERSHIP STRESSED 

Under Federal leadership we are beginning to lick our highway problem. 
Very few communities had accomplished anything until Federal action was taken. 
New superhighways within the metropolitan area are now an important and ac- 
cepted part of the interstate road system, 

We are told by 1975 there will be SS million cars on the roads and two- and 
three-car families will be commonplace. Our school population is slated to in- 
crease by at least 13 million during the same period. The trend to big growth is 
evident everywhere and I do not believe we can hide our heads in the send. Be- 
cause we waited so long to begin the fight against slums. It has been exceed- 
ingly difficult to keep pace with the growth of the blight. The same is true 
of services required by our population. If we are to meet the needs and main- 
tain the living conditions and living standards which this country has developed 
to such a degree, the time to prepare is now. 

Many people have proposed a special commission to work out Federal-city pro- 
grams and policies. We have seen the futility of “government by commission” 
during the past & years when commissions have been scattered all over Wash- 
ington, and today few of them can point to any real achievement. 


MONUMENTAL WORK AHEAD 


It seems to me that the creation of a Department to coordinate and plan the 
orderly development of urban areas is today just as important as the soil con- 
servation program was at the time of its inception. No one would suggest that 
we abolish the Soil Conservation Service and the fact is that this program is a 
continuing thing with a vast job still before it. The same applies to the monu- 
mental work already cut out for such a Department as I have proposed. 

Cities and towns are America’s new frontier—and their conservation must 
be recognized as a national endeavor. 

Mr. Harrsrrevp. Well, is there any guarantee that the Govern- 
ment’s rate will always be 45g? I have seen money get very cheap. 

Mr. McDonouen. No, there is no guarantee, but it has been than 
2 percent for a long, long time. 

Mr. Apponizi10. I don’t think anyone is claiming that this program 
will make money for the Government. I think the program is de- 
signed to help a situation that faces the cities of America, and that 
is that individuals are being displaced out of their homes by Govern- 
ment action. 

Now I would think that this is better than just making Govern- 
ment grants. 

Mr. Winpati. Mr. Mayor, many of the cities come to us and say 
that they have exhausted their borrowing power, that they are not in 
a position even when they issue tax-exempt bonds, to issue the bonds 
in order to take care of their needs, so that they ask the government 
to participate in a program where the money can come from the Fed- 
eral Government. 

Now, my own quarrel with it is not with the program or with the 
cities coming and asking the Federal Government for assistance, but 
only that when the Federal Government borrows money in order to 
lend to the lend to the cities, it should at least get back the cost of 
its borrowing. I don’t mean any profit to the Federal Government. 
I am thinking now about the taxpayers where I think that they are 
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at least entitled to a break-even on the money loaned to the cities for 
that purpose. What is your own reaction to that? 

Mr. Harrsrtevp. To me it is a highly technical financial question 
and I am not one to invade fields that I am not convinced that I know 
everything about. I would rather that our finance man would attempt 
to answer it, and unfortunately I do not have him with me. 

Mr. Winpatt. All right, thank you very much. 

Mr. Ratns. Mr. Mayor, we could talk to you all day and get a lot 
of information but we have a lot of other witnesses. We want to 
express our appreciation for your coming. I want the ladies and gen- 
tlemen of this committee to come down South sometime and we will 
stop by and see you in Atlanta. It is fine to have you before us. 
You made a fine witness. 

Mr. Hartsrrevp. Thank you, Mr. Chairman. 

Mr. Ratns. The next and last witness for AMA is Gordon S. 
Clinton, mayor of Seattle. Come around. We are delighted to 
have you. 


STATEMENT OF GORDON S. CLINTON, MAYOR OF SEATTLE, WASH. 


Mr. Cuintron. Thank you. Mr. Chairman and members of the com- 
mittee, my name is Gordon S. Clinton. I am the mayor of Seattle, 
Wash., 2 member of President Eisenhower's Advisory Commission 
on Intergovernmental Relations, chairman of the Committee on Metro- 
politan Problems and member of the Executive Committee of the 
American Municipal Association. I am testifying today on behalf 
of that association as the representative of perhaps the youngest of 
the large cities in the United States. 

Some of the original settlers of Seattle were still active in the com- 
munity during my boyhood. Two-thirds of all dwellings in our metro- 
politan area of nearly a million population have been built since 1920. 
And yet, despite these marks of extreme youth, as compared to most 
urban communities, we already show symptoms of the maladies for 
which we are here to seek legislative relief. In 1956, the Census 
Bureau’s national housing inventory indicated that we had, in the 
standard metropolitan area of Seattle, substantially more dilapidated 
dwellings than the Atlanta or Dallas areas which were comparable 
in size to ours and somewhat more than the Detroit area which is 314 
times larger. It might be said that, although we started late, we must 
have been working overtime to proliferate our blight. That is, until 
about 2 years ago when, as a consequence of State legislation our 
Washington cities were enabled to undertake urban renewal. 

The proportions of our blighted area problems are quite different 
from those of St. Louis, Atlanta, or the other older cities and vet 
their essence is identical. The sections of the association’s admirable 
statement, “The National Municipay Policy, 1960,” which deals with 
housing, urban renewal, and urban policies of the Federal Govern- 
ment contain remedial prescriptions which will alleviate our Seattle 
problems no less effectively than those of New York, Chicago, and 
the other larger and older metropolitan centers. 

At the same time as I bespeak your serious consideration of these 
sections of the association’s policy in toto, I should like to focus more 
sharply on a number of problems which affect us particularly in a 
younger western city. 
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I should urge the earliest possible creation of a Department of 
Urban Affairs with Cabinet status. The cities are already deeply 
involved with the Federal Government in a multiplicity of partner- 
ships, each set up to solve some special problem without relation to 
others which must be related. 

I give you one simple illustration. In almost every large city, urban 
redevelopment is proceeding simultaneously with freeway construc- 
tion. In both operations families are being uprooted by governmental 
action and forced to find new homes. Local officials, confronted with 
the always disturbing problem of relocation of displaced persons turn, 
on the one hand to the Urban Renewal Administration which has the 
will and the means to treat the problem with generous compassion 
and, on the other, to the Bureau of Public Roads which officially ap- 
pears to be totally unaware that the problem even exists. If we were 
dealing with one Department of Urban Affairs, we should be able 
to avoid such dilemmas. 

Such a department should facilitate the consideration and solution 
of those increasing problems of metropolitan nature which transcend 
municipal boundaries. As you may know, we have just recently re- 
covered from the pangs of giving birth to the municipality of Metro- 
politan Seattle, created to handle sewage disposal on an area basis, 
for 11 cities and that part of King County which comprise the metro- 
politan area. 

Because this is the first such organization in the United States, it 
had had hard sledding to achieve a going status. A Department of 
Urban Affairs with facilities for research, advice and counsel, and 
even financial assistance, will ease the task of all the other metro- 
politan areas in the country which must come to form such agencies. 

The scope of such a Department will go far beyond housing or 
urban renewal. It should be concerned, I believe, with land use, with 
transport, with utilities, with community facilities, in short, the full 
gamut of problems created by and in an urban environment. 

I should urge that the Congress, at least by authorization, project 
a long-range policy of capital grants for urban renewal, in other 
words, $600 million per year for 10 years as set forth in the associa- 
tion’s policy statement. We are properly prodded, through our work- 
able programs, to undertake comprehensive city plans, capital im- 
provement programs, and now community renewal programs, all with 
along range. And yet when we look to our Federal Government which 
has stimulated and must assist such local activity, it appears that 
there are no concrete proposals which look beyond July 1961, which 
is pretty short range indeed. 

We note with greatest interest the growing concern of both the 
Congress and the Government for an increased emphasis on rehabili- 
tation rather than redevelopment. In Seattle (and I suspect this 
would be equally true of other younger western cities) rehabilitation 
will be the major tool used in the renewal of residential areas. We 
shall probably reserve redevelopment for use primarily when the 
nature of existing land use should be changed, for example, from 
residential to industrial or institutional use. 

It. is already clear, although our program is in its infancy, that 
flexible long-term financing for the homeowner of modest means is an 
indispensable element of successful rehabilitation. We understand 
that the FHA 220 program is effective in stimulating construction of 
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new housing in urban renewal project areas, but that it has not, 
hitherto, been successful when applied to the rehabilitation of existing 
structures. We do not know this of our own experience but from 
other cities further advanced than we. If this is true, it seems to us 
that the very foundations of rehabilitation may be shaky and that 
there is work to be done not only by the Congress, but also by the FHA 
and URA experts to firm up. I do not presume to offer technical 
advice to such experts. I dosay that we must have means of financing 
improvements in the $1,000 to $10,000 range which are appealing to 
both the local lender and the local borrower. Until such means is 
readily available, you cannot hope for successful rehabilitation. 

Along with more attractive financing terms, we need a stepped-up 
program of research into materials and methods to permit holding 
the line on construction costs in the face of rising wage and price levels. 
The small homeowner is caught in an intolerable squeeze if the city, 
on the one hand, through code enforcement, requires him to make 
substantial home improvements, and he, on the other hand, finds the 
cost of labor and materials beyond his means. 

With respect to rehabilitation, I have one more specific suggestion. 
The cities are finding an imperative need for some form of citizen or- 
ganization to stimulate neighborhood action, to give advice and coun- 
sel to property owners, essential functions which are beyond the nor- 
mal scope of the municipality itself. The activities of such civic or- 
ganizations in approved project areas are so recognized by HHFA 
as vital to project success that we may contract with them and pay 
them for services out of Federal funds. Such is the pattern in our 
city. 

This recognition at the Federal level of a local necessity is fine— 
so far as it goes. But, alas, it is far from complete recognition. Some- 
what more than a year ago, our local group, SURE (for Seattle Urban 
Renewal Enterprise), which is a separate corporation, sought non- 
profit status with the Internal Revenue Service in order to obtain 
tax-exempt contributions. 

I shall not burden you with a recitation of the rejections, recon- 
siderations, appeals, and frustrations which terminated after a year 
in eventual victory. But I am constrained to report that SURE 
recently sought the same status with the Post Office Department in 
order to reduce expensive mailing costs to project area residents 
(which, incidentally, are paid from Federal funds), and has just been 
rejected for the second time on the ground that (regardless of Inter- 
nal Revenue Service legalities) it is not a “philanthropic organiza- 
tion within the meaning of the law” which governs postal operations. 

Somehow, it would appear that consistency of consideration for an 
obviously desirable, nonprofit organization should be possible within 
the framework of administrative regulations. I should urge added 
study on the part of the Congress and the Federal Government of 
the problems of housing for the elderly. Even in such a young city as 
ours, we find that 80 percent of the smaller units in our public housing 
projects are occupied by senior citizens of limited means, that the 
waiting list is extensive, and that the need increases. Even in our 
city where a general need for extensive public housing is not appar- 
ent, we recognize that the old-age pensioners constitute an increasing 
problem which may not be susceptible of solution by private enter- 
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prise unaided. I am not prepared to offer panaceas; I can only cite 
the problem. 

In conclusion, I feel that the extensive research expert analysis 
which has _— into the making of the American Municipal Asso- 
ciation’s policy statements on Housing, urban renewal, and urban 
affairs are valid not only on a national basis but equally so with re- 
spect to one city which has unusual qualifications of age and physical 
condition. I join with my distinguished colleagues, Mayors Tucker 
and Hartsfield, in commending the policy without reservation for your 
favorable consideration. 

Mr. Rains. Mayor Clinton, I was just commenting to some of my 
colleagues up here while you were testifying that that is a very good 
and thoughtful statement and we appreciate it. You have some 
suggestions; it is true you didn’t give us the answer to one or two 
of the toughest ones, but you did have some good suggestions that I 
would like to point up by one or two questions. Somehow or other, 
there should be some division because of the enormous burden in 
governmental expenditures which urban renewal must bear whereby 
the highway program which is uprooting and dislocating almost as 
many people as urban renewal and possibly more, should be made 
conscious of—that program should be made conscious of the people 
it uproots and bear some of the relocation costs, do you not think so? 

Mr. Cirnton. That is the point, Mr. Congressman. Part of my 
responsibility in Washington on this trip will be not only the pleas- 
ure of testifying before this committee, but also the matter of my 
sitting with the Committee on Public Roads, in handling this high- 
way problem which has the inescapable fact of impinging upon and 
causing hardship to an area. 

We have not been able to agree with the Federal Government, we 
agree with the State as to whether or not the 90-10 formula should 
apply. 

That is a task I have to work out yet with the Bureau of Public 
Roads, but you point out vividly something which perhaps could be 
tied together with a department such as is contemplated, is recom- 
mended by the American Municipal Association and testified to by 
my two colleagues here this morning. 

Mr. Rats. Well, legislators such as we are on this committee, are 
faced with the problem of solving the difficulties of the cities of 
America and handling the problems of those dislocated. In doing 
that, it should be recognized that the cities are assuming the burden 
of problems created by the public highway program throughout the 
country. 

Mr. Crurnron. That is correct. 

Mr. Rarns. Urban renewal is not the only culprit in uprooting peo- 
ple. In doing that I would hope we could get some assistance from 
the Federal highway aid program which never seems to have any 
trouble getting money. 

Mr. Cuinton. Not only insofar as people, themselves, but the prob- 
lem of uprooting of business and industry, which is important, and 
every State of the Union is concerned and rightly they should be 
with putting forth the very best program that they can for indus- 
trial development, redevelopment, and attracting new industry, and 
part of the problem as I see it, is not only attracting new industry, 
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but to keep and to allow for an expansion of that industry that is 
already in your city that might become dislocated as is the case for 
some 300 of them with the impact of the Federal Highway System to 
which you referred. 

Mr. Rains. One other point I wanted to make with you, I don’t 
known what can be developed out of it, in connection with page 3 of 
your statement. You tell us that the great problem out your way 
will be rehabilitation, possibly more than redevelopment, isn’t that 
true / 

Mr. Ciinton. Yes, redevelopment is a new factor in our particular 
area. We have used conservation and we are now under way in a 
rehabilitation project or program, but the third or the ultimate tool 
of urban renewal, which is what I feel this is—a tool of urban renewal, 
we still are yet finding our way as to how it will be applicable for 
changing land use, for example, using the authority of the city to go 
in and regroup and make industrial land available and so forth. 

This is something that we haven’t come to yet in the emerging proc- 
ess, but we are working with it now. 

Mr. Ratns. I would like to say to the members of the committee and 
especially to the staff, that I think it would be well for us to consider 
and I say merely consider, the possibility of dealing with title I repair 
loans in such a way as to do the rehabilitation that is suggested here 
in Mayor Clinton’s testimony. 

I don’t know that it can be done, but it would be worthy of study 
to see if we can do it. 

Mr. Wipnatt. Mr. Chairman. 

Mr. Ratns. Mr. Widnall. 

Mr. Wipnatt. Have any of the cities thought of giving a tax break 
to those who are forced by reason of code enforcement to improve their 
properties ? 

Mr. Ci1unton. To do what to their problems? 

Mr. Wwnatv. You say many individuals have a problem of finan- 
cing the home improvements necessary because of code enforcement. 
Where a municipality comes in and enforces the code, I wonder 
whether they couldn’t give some sort of tax break at least for a few 
years by way of guaranteeing that the taxes wouldn’t be increased on 
the property by reason of the improvement. 

That would encourage them to do it. 

Mr. Cuinton. Mr. Congressman, let us say, speaking from our own 
local situation and not generally, our minimum housing code went into 
effect on the 20th of May of this year. We have in our city two pro- 
grams that are underway. One is a Cherry Hill program which is 
one of conservation and that, of course, became very important that 
the people be allowed to extend the time within which they could pay 
back the loan portions of 220, or 221, and the second is a rehabilitation 
program. As I see it, part of the essence of urban renewal aside from 
the social factors involved and the humanitarian aspects, is a hard- 
cut, clean-cut economic one. As I recall, Congress back in 1949 when 
they declared a national policy said it is in the public interest that 
cities be and remain strong, that we not allow blight and deterioration 
to set in. We see in our Cherry Hill program in which no Federal 
funds, and this is important, this is the way we would like to do it, 
without Federal funds, doing it all ourselves, for example, $500,000 
or $600,000 of private money go into that area. The tax base is broad- 
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ened and you are building on real value. Now this, it seems to me, is 

the essence of urban renewal. You are taking land use and putting 
it to its best maximum use and Congress in 1949 indicated that it is in 
the public interest of all of us to develop and use land at its maximum 
capacity. 

So I can’t comment, Mr. Congressman, specifically as to whether 
or not there should be exemptions because, frankly, looking at it as a 
mayor, I am interested in people building on real value, and I am 
interested in having a return back in terms of money so that we can 
render the type of services that people are entitled to. 

Mr. Wipnatt. Mr. Mayor, I agree with what you just said, but my 
question was pointed to ‘the part of your testimony where you said 
the small homeowner, and this isn’t the large Cherry Hill project or 
anything like that, is caught in an intolerable squeeze ‘between the city, 
on the one hand, through code enforcement requiring him to make 
substantial improvements, and he, on the other hand, finding the cost 
of labor and materials beyond his means. 

When a property owner improves his property, one of the first things 
the city does is to go in and reassess and tax him more for it. 

Mr. Cuinton. Right. 

Mr. Wipnaty. Now, if a property owner finds this expenditure in- 
tolerable to him, wouldn’t it become more tolerable if, having made the 
improvement to meet the code, he at least got a guarantee that his taxes 
wouldn't be raised for a couple of years by the municipality ¢ 

Mr. Cuinton. Do you mean a period of grace ? 

Mr. Wwwnaut. Yes; he would still be taxed on the basis of the 
original assessment; wouldn't that be helpful and help to create the 
incentive for the individual? I am talking about the small home- 
owner now. 

Mr. Cuirnton. That is correct. Suppose you did it in a January 
and you give them a whole year in which that is the case. 

Mr. Wiwnatu. I think history shows that municipal taxes on real 
estate have been going this way | indicating]; you rarely see them 
come down, If the taxes weren't going to be more because of the 
improvement, there would be far more incentive. I think it is worth- 
whole exploring it. 

Mr. Rains. We are running late. Are there any further questions ? 

Thank you, Mayor, fora very fine statement. 

Mr. Crinton. It was my pleasure, and thank you for this privilege. 

Mr. Rays. We appreciate having you before us, I think I am going 
to have to say that Mr. Abrams who is next to testify will have to come 
back at 2 o’clock. We are only going to have time to hear one other 
witness and then we are going to have five Congressmen this after- 
noon. We will hear Mr. Abrams as the first witness at 2. The next 
witness is Mr. Robert Snyder, chairman of the Department of Archi- 
tecture, Cranbrook Academy of Art, Bloomfield Hills, Mich. Mr. 
Snyder, we are delighted to have you. I will have to tell you that we 
are running short of time and in looking at your statement, I am quite 
sure that it would be best for you to summarize it briefly or else we 
won't have time to get through it I am afraid. How long do you 
figure this statement will take / , 

Mr. Snyper. 25 minutes. 
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Mr. Ratns. That is too long. We have to get through a roll-call 
before then. We will have to get through it in about 10 or 12 
minutes so if you can summarize it, we will appreciate it. 

Mr. Snyper. I will skip the preliminaries then, Mr. Chairman. 

Mr. Rays. Your entire statement will go into the record. 

Mr. Snyper. Thank you. 


STATEMENT OF ROBERT SNYDER, CRANBROOK ACADEMY OF ART, 
BLOOMFIELD HILLS, MICH. 


Mr. Snyper. Ladies and gentlemen, I wish to thank you for extend- 
ing to me the privilege of appearing before you to discuss the prob- 
lem of urban renewal. I am very grateful for the opportunity to 
express my concept of some of the problems that beset us. 

May I begin by introducing myself? I am Robert Snyder, a prac- 
ticing architect in the city of Birmingham, Mich. I have also served, 
since 1950, as the head of the department of architecture at the Cran- 
brook Academy of Art in Bloomfield Hills, Mich. My department 
is at the graduate level of architecture. I received my degree of 
bachelor of architecture from Syracuse University in 1941 and my 
degree of master of architecture and urban design from Cranbrook in 
1950. Except for service in the Navy in World War II, I have been 
active since 1941 in the practice of my profession. I studied at Cran- 
brook under the late, great Eliel Saarinen in 1948, 1949, and 1950. 
I also acted as project manager in the architectural firm he shared 
with his son, Eero. Upon his death, I succeeded him in my present 
position at Cranbrook. 

Mr. Saarinen conducted studies at Cranbrook in what he called 
organic decentralization. The basic idea was to divide the cities into 
small communities so that they maintained a relationship to each 
other, and yet each community was designed in such a way that it 
preserved architectural unity and a sense of scale with the people 
who lived there. 

His vision of the function of the city was classic, and his architec- 
tural concepts of the ideal city of the future had a prophetic quality. 
Many of the problems confronting our cities today would be lessened 
if we had been able to follow his concepts. 

For the past decade, I, along with my students, have conducted 
studies of the problem of cities as places in which to live. We have 
examined not only the interrelationships of urban functions, but have 
explored as well, the intrarelationships between cities as they form 
regional patterns. We have expanded this regional concept to a point 
where we can envision social and economic rel: tionships on a conti- 
nentwide basis. We have explored such areas with respect to the 
proper balance of resources and production, the qualities that make a 
city a good place in which to live, the best distribution of our popula- 
tion, and the optimum size for a city. 

These studies have impelled me to conclude that urban renewal is 
an inadequate solution to the problems that develop as a result of our 
increasing population. I am still amazed, however, at the manner in 
which my views have been misunderstood and misinterpreted. I do 
not regard the supercity as a noble concept providing man w th the 
necessary facilities for the good life; but I am enough of a realist 
to know that the great cities of our country are here to stay. On the 
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other hand, if they are inadequate to the problem of communication, 
certainly we are not solving the basic issues of man’s objectives by 
mere facelifting. 

I am not insensitive to the assets of the great cities—their hetero- 
geniety; their cast reservoirs of fine leadership; their great contribu- 
tions to the culture, purposefulness, and achievements of our age. 

Although I think, for reasons which I will shortly set forth, that 
urban renewal is extravagantly wasteful, I am aware that many 
honest, dedicated, able men do not share my views. I admire the 
energy and resolution of such men as Detroit’s Mayor Louis Miriani 
and Detroit planning director, Charles Blessing, for example. They 
have done a tremendous job in their fight to rehabilitate Detroit. 
They and their counterparts in many of our major cities are doing 
something to salvage the depreciating environment in which many 
millions of us Americans will live. And they have directed their 
energies to the shaping of that environment for the better. They are 
confronting the almost overpowering problems which beset our great 
cities, and they are among the very few who are. For this they 
deserve our respect and gratitude. 

I wish, however, that they could expend their energy and their great 
skill on a more comprehensive plane. For urban renewal, as we 
understand it, is a case of too restrictive a focus. 

If our cities have failed to keep up with the current demands of 
urban population, how can we justify an investment in minor readjust- 
ments to the urban structure to meet the astounding demands of the 
next few years of our “exploding” population? I believe we must 
meet this problem on a more enlightened basis and not be sidetracked 
with temporal solutions. 

There are many valid objections to urban renewal. For one thing, 
it simply costs too much. If we were to undertake to tear out all the 
cancerous slums in all of our cities of, say, 250,000 or more, the cost 
would be astronomical. And having accomplished such a renovation, 
would we have corrected the basic social faults that relate to the de- 
velopment of slums in the first place? We are contenting ourselves 
with the treatment of effects and not causes. 

We assume that any property located within the limits of a great 
city is, for that very reason, most valuable. We concern ourselves 
with some hypothetical figure called land values and create super- 
structures to justify these values economically. 

Wilhelm Dudoc, the great Dutch architect-city planner, once said 
that the true value of land is the amount of potatoes it will produce. 
To me, this is the only realistic point of view to hold when approach- 
ing a solution to the problem of planning urban structures to house 
the needs of man. 

Too much has already been said of the problems related to slums 
and their related curses. We are collectively embarrassed by them 
and all of the social and economic implications stemming from their 
existence, Apart from the human wreckage that the slums produce, 
we know that we can’t afford these blighted areas even for economic 
reasons. The cost of such services as “police protection, fire protec- 
tion, sanitary facilities, and welfare aid for the slums is far greater 
than the cost for such services in areas where people can live in a 
more dignified manner. And the tax returns from the slums are piti- 
fully small in comparison. 
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The great cost of urban renewal stems from the fantastic prices 
which are paid for the accumulation of land. Although we deplore 
his handiwork. we seem committed to reward the slum landlord hand- 
somely for his failure to maintain his property at decent, livable 
standards. Slum properties are among the most lucrative real estate 
holdings. And when we finally move to do away with the slums, we 
feel obliged to reward the slum landlord further with an exorbitant 
price for his property. 

This is a serious, basic objection to the whole concept of urban 
renewal. Too often we feel that the millions of dollars which are 
poured into urban renewal projects are some kind of play money, 
called Federal money. But we all know that the money comes out of 
our own pockets in the final analysis. 

There are other objections to urban renewal. For the most part, 
the program overlooks the great middle class. Even with the Govern- 
ment paying two-third of the difference between what it costs to 
acquire and ‘clear the ground and the price for which it can be sold, 
builders find that they cannot erect on these properties housing which 
will be available to the average man. 

For those in the lower income brackets, urban renewal may offer 
public housing. For those in the upper economic strata, urban re- 
newal makes possible high-cost apartments in the convenient heart of 
town. For the average man who must pay most of the bill, urban 
renewal offers no housing at all. 

As an architect, I am further disenchanted with the coldly logical 
designs of many of the great apartment projects that rise on the 
cleared slumland. They may be things of great esthetic value when 
viewed from a distance, but they hardly seem designed for living. 
The great, green malls with their “keep off the grass” signs and their 
chains stretched ae access paths to deter the children from playing 
there are symbolic. eS. ge the trite appraisal of New York, 
“They are nice to visit, but who would want to live there?” 

My primary criticism of the whole concept of urban renewal, how- 
ever, goes much deeper. For a large part of urban renewal is "based 
upon ‘the assumption that the great metropolitan cities are good 
places in which to live. The assumption is a dangerous fallacy. 

I have heard experts propound the theory that, simply because a 
great city exists, it had to exist exactly where it is and in no other 
place. That may have been true a hundred years ago, but it has no 
validity today. 

In the beginning of our country, the great cities developed nat- 
urally, as ocean ports or at the confluence of great rivers. When our 
country was an untracked wilderness, the importance of water trans- 
portation was paramount. Then the railroads pushed into the inte- 
riors and at once formed a corridor for the growth of new cities. 
Urban planning in those days consisted chiefly in plotting how to 
locate the greatest number of homes in the greatest propinquity to 
the industrial centers which the railroads and the waterways served. 
In those days, there was a reasonable explanation for both the size 
and the location of the cities. That was before automobiles and trucks 
and highways gave us a mobility that the early city builders could 
never have foreseen. Times have changed, but the myth of the neces- 
sity of the great cities persists. It is, truly, a horse-and-buggy concept 
in a jet age. 
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It is a dangerous concept, too; and it may well be catastrophic. 
In the postwar years, we have witnessed an unparalleled revolution 
in our use of the land. We are witnessing an historic migration from 
the great cities—a migration that may be tragically frustrating—an 
upheaval that may someday make this great country a second-class 
nation. 

Early in our studies at Cranbrook, we sought to foresee the popu- 
lation of this country in 2000—50 years away. We arrived at the 
conclusion that we might have 190 million people in this country in 
the year 2000. I privately thought that the forecast was somewhat 
extravagant, and so did my students. To the contrary, it was a timid 
understatement, 

Now the expectation is that we will reach 200 million by 1970, and 
perhaps 820 million by the year 2000. Nobody can tell with any 
certainty how many babies will be born next year or the year after; 
but, if the present rate of increase in population continues—and there 
are no signs that it will not—in the year 2000 we will have some- 
what close to three times as many people in this country as we had 
in the late twenties. And the population rate may go on soaring 
from there. 

Where will all these people live? The forecasts are absolutely 
appalling. Some researchers predict more than 100 million Amer- 
icans will live in 10 gargantuan metropolitan areas, with 23 million 
human beings clustered in the far-ranging megapolic that centers 
around New York City. They see another 20 million in the conur- 
bation pivoting around Los Angeles. Many experts believe that the 
supercities of 7 million to 23 million, stretching perhaps 1,200 miles, 
are inevitable. They wring their hands and moan that nobody can 
do anything about it. I am not going to go into further detail on 
this horrendous view of the future. I have no fondness for real-life 
horror stories. 

The chaos that would result is indescribably frightening. The 
great cities are grievously afflicted, battling such apparently insoluble 
problems as traffic, smog, slums, and the flight to suburbia. The 
division of authority in the cities and their suburbs is already bafiling. 
In 1959, the Census Bureau recognized 174 urban regions in the 
United States with 16,000 separate administrative units—cities, town- 
ships, counties, school districts, toll authorities, and so on—each 
jealous of its prerogatives, and many inclined to regard all other 
administrative units as their natural enemies. 

I do not believe that we must live in these continuous urban sprawls 
that extend indefinitely. I do not believe we should sit idly by 
and let it happen because we are afraid to take bold and decisive 
action. If we are to realistically solve the problems of serving the 
community needs, we must critically examine the real purpose for 
which the city exists and so plan them that they answer this purpose, 
and not base our designs on some vague idealogy that serves only 
the concept of “bigger means better.” 

Historically, man has continually sought to identify himself as an 
individual within his community, both in a physical and a spiritual 
sense. When the oppressiveness of size exceeded his ability to identify 
thusly, he broke away from the parent community and established 
new communities where he could once again realize some meaning in 
his life. In this manner the world has become inhabited. Certainly 
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the study of American history is a graphic example of this process. 
We call it decentralization. 

This decentralization process is, furthermore, going on today, born 
primarily out of the search for identity. Because of the big cities’ 
inability to provide man with this feeling of individuality, those who 
can afford it escape to the suburbs, leaving behind those who can least 
afford the necessary tax revenue to build the required expressways to 
get Mr. Suburbanite back into the city to perform his daily tasks. 

The planner of today is concerned with just this problem—this and 
the problem of making it attractive for the suburban dweller to come 
into the city. Because now we see him not only moving his home 
to less congested areas, but also his business, his industry, his shopping, 
and his recreation. It is getting to the point where he returns to the 
womb only to reaffirm his decision to have left it in the first place. 

It is natural for us to live in groups. It is necessary to have the 
interaction of people in order for those people to develop as individ- 
uals. It is no coincidence that the words “communication” and “com- 
munity” have the same roct. If it is natural, where have our great 
cities failed? I say it is because their size has exceeded what we 
architects refer to as “human scale.” 

Up to a certain point, the efficiency of the individual increases be- 
cause of the interaction of people that I just mentioned. But when 
the size of the group exceeds the point where the person no longer can 
perceive of himself as an individual he loses his personal identity ; 
and his efficiency goes down. 

We conducted studies on and continue to examine the point of opti- 
mum size that will provide man with all of the advantages of urban 
life, without its disadvantages brought about by overconcentration. 
We believe this point to be about 90,000 people—not just exactly 
90,000 people, but, let us say, from 60,000 to 120,000 persons. 

If this is true, and there are many who agree with our findings, 
how can we possibly permit ourselves to stimulate the development 
of these so-called supercities with Government subsidies! If we are 
to justify ourselves as planners in the literal sense of the word, how 
can we ignore the very basic purpose for which we plan: The edifica- 
tion of man? Why should we continue to paste together obsolete and 
ill-conceived machines for communal living, when the evidence against 
their usefulness is so great ? 

I think there is yet another factor we should consider when we 
talk about the problem of rebuilding our cities. 

Toward the end of World War II, a committee headed by the late 
Senator Pat McCarran, studied the problem of our return to a peace- 
time economy and the role the Government might take in expediting 
our rehabilitation. It was interesting to me to note that the majority 
of our population lived east of the Mississippi River, and that the 
greater part of our resources existed west of the Mississippi. 

We are all aware of the fact that our economy is based upon the 
interaction of men and raw materials. We call it industry. But how 
much does it cost us to bring these two together? I couldn’t even 
venture a guess. 

Now, if these great metropolitan areas do not meet the needs of 
man, and if they are too costly, and if they are in the wrong places, 
why should we spend untold billions for their rehabilitation when 
we could be investing the same money in such a way that we would 
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take advantage of all of the positive factors of man’s productivity 
and so use our resources—human and material—that we could in- 
crease our standard of living indefinitely and so expend our economy 
for the welfare of all. 

I believe we have an obligation to ourselves to examine these prob- 
lems more critically. I believe we have an obligation to future gen- 
erations to plan more intelligently for their spiritual and material 
welfare, if we are to justify our existence as sound thinkers and plan- 
ners. 

In our research at Cranbrook, we have tried to take the long view: 
In what environment could a man best realize the full richness of his 
heritage? Where would he have the best opportunity to work under 
pleasant conditions, to exercise his impulse for civic participation, 
to enjoy the amenities and graces of life? Where could he identify 
himself with his community? Where could he have space to play, to 
‘maa his hobbies, to enjoy the society of his neighbors? Where will 
1e realize his true identity as a being? Our conclusions were based 
on the desire to solve these problems. 

We first had to assume a population figure that would be adequate 
to our foreseeable needs. This is not a simple matter, as you well 
know; but for the sake of expediency we felt that, if we were to share 
our portion of the world’s population, we could conceivably have a 
density comparable to that of Britain or Japan—densely populated 
countries that exist in a similar climatic belt. Based on our net usable 
land area we could, therefore, have a population of 1,900 million 
people. 

Assuming this to be an adequate factor of safety—approximately 10 
times that of the 1950 population forecasts for the year 2000 of 190 
million people—we divided this figure by the optimum size for a com- 
munity, and we came up with 18,000 cities with a population of 120,000 
or less. Dividing again—this time the number of communities into 
the net land area—we found the gross area each community would 
have. Roughly speaking, each city would have 166 square miles, of 
which less than 4 square miles would need be urban in character. The 
remaining area would be open space for subsistence and recreation, 
rather than mere green belts for the protection of values, as we have 
grown into the habit of thinking of them. 

By this time we virtually had a master plan for the entire conti- 
nental limits of the United States. We recognized, of course, the 
slight variations in density that would take place in different regions 
due to their resource potential; but, carried out to each region, we 
could plot the exact position of each new town. 

We did work out such a scheme for the Detroit area, plotting for 
the orderly decentralization of the city over an area of 17 counties. 
The region had been defined previously by the organic characteristics 
or natural phenomena that made it an homogeneous area. Its recourse 
potential, based upon the total for the Nation, indicated that in the 
foreseeable future the population should level at 1,150,000, with a 
safety factor that would permit 4,800,000 at the point of saturation. 

Those of you who know Detroit realize that we must have exceeded 
that figure for the same area by now. This means that the area is 
grossly overpopulated, at the expense of some other area of the 
country. Furthermore, Detroit has a very grave problem that it hopes 
will be solved with urban renewal funds. 
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I like the Detroit area. It is my home. I want it to be a fine city, 
because it is my home; and professionally I hope to contribute to its 
aesthetic appearance and physical comfort for the benefit of my 
neighbors and myself. 

But in a larger sense I am concerned with the good of our country 
as a whole—just as you, our duly elected Members of Congress who 
represent specific areas of the country with specific people whose 
interest you must serve, must also concern yourselves with the welfare 
of the entire Nation and must solve the bigger problems first. For, 
while the expedient thing may be to serve only local constituencies, our 
country will survive and prosper on your ability to solve these prob- 
lems on a national scale and permit local initiative to solve the local 
problems. 

The situation is demanding. We must act with conviction to push 
ahead and meet the challenges of the future, rather than confine our 
thinking to current failures. 

We obviously need—have needed for many years—a central govern- 
ment authority that could attempt to bring some order out of this 
chaos. We need this authority at the highest level. We need nothing 
less than a Cabinet post for a Secretary of Urban Affairs. I know 
there is a great deal of thinking in Washington about such a position. 
In a country that is already predominantly urban and may be 85 to 90 
percent urban in a relatively few years, we have need of a strong and 
continuing program to cope with this phase of our culture—to seek 
to alleviate the ills of our cities and plan for their future development. 
We need a Secretary of Urban Affairs more desperately than we need 
our Secretary of Agriculture—and I say this without any intent to 
deprecate the importance of our Secretary of Agriculture. 

Among the first things to which the Secretary of Urban Affairs 
would be well advised to address his attention, is the question of what 
the cities of the future should be like. Were he on the job today he 
would be working on an almost tragically tight timetable. For time is 
running out. A population of 320 million that is forecast for the year 
2000 is coming. fi is only 40 years away. 

I believe we must refocus our attention upon urban development 
rather than urban redevelopment. We must stop thinking that our 
present urban structures are going to take care of the new Americans 
who will join us in the succeeding years. We must stop thinking 
statically and assume a more dynamic approach. We must develop 
a new town approach as being a more realistic solution to the future. 
Above all, we must reinvest our earnings in a more solvent economic 
tomorrow. 

I hope these proposals will not be dismissed as mere ivory-tower 
theorizing with little relationship to the hard realities of life. I 
believe that these ideas can point the way to a solution of the terrible 
urban problems with which our exploding population is always con- 
fronting us. If these ideas seem to be the stuff of which dreams are 
made, let me point out the situation today in Britain—the most densely 
populated major country in the Western World. Britain today is in 
the condition toward which we are surely headed if we continue to 
permit the uncontrolled, unplanned mushrooming of our cities. 

The green countryside of Britain has been despoiled, and it cannot 
be retrieved. The gray deserts of urban sprawl have proliferated, 
precipitating a multiude of problems. In an effort to escape from 
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this grim trap, Britain has cut swaths through cities to provide green 
belts. And Britain has had to relocate citizens in small, economically 
self-sustaining little cities to combat a situation that has become in- 
supportable. It would be much easier if we were to make these moves 
before the damage has been done. 

We must find a solution to the urban problems that menace our 
future. We have no real choice. And we must decide upon those 
solutions now. It is later than we think; much later. 

Mr. Chairman, I came here primarily to testify opposing urban 
renewal as we now understand it. We have shinducted research at 
Cranbrook in urban design over a period of time, and at the Federal 
level, especially we feel that it is terribly important that as a matter 
of total interest in this country that we should think in terms of urban 
development and not urban redevelopment. 

I realize that most of our major cities have tremendous problems. 
Most of these problems have come about because the city basically in 
large scale does not solve the problems of human needs. We feel along 
with the other witnesses this morning that there should be a Depart- 
ment of Urban Affairs, but we think that that energy should be di- 
rected more toward meeting the problems of the future population 
expansion, in providing new urban concentrations that are designed 
around the basic problem of human needs, both economic and social, 
and not to try to rehabilitate urban structures that already exceed 
problems of human scale. 

I don’t want to take too much of the time, that is basically the point. 

Mr. McDonoven. If the gentleman will yield, could a Committee 
on Urban Affairs do what the Housing Administration is not doing at 
the present time ¢ 

The things that you say he should do they are doing, they are study- 
ing urban affairs, they are researching into better building, they are 
anticipating potential population trends, and so forth. What could 
asecretary do? 

Mr. Snyper. One of our studies, the study made by the committee 
headed by Senator McCarran, toward the end of the last war, rough] 
speaking, the majority of our population was living east of the Mis- 
sissippi, and most of our resources were west of the Mississippi. 
Yet we are spending most of the money in the existing concentrations 
and not really relating people to resources to expand our industrial 
base. There are economic factors involved, and there are social fac- 
tors involved, and I think these things have to be weighed seriously. 

Whether or not it is practical for a city of 10 or 12 million people 
to exist so far away from the industrial base which are our resources, 
and to continue to stimulate the growth of such a city by the use of 
Federal funds, doesn’t seem practical when we think of our national 
interests. 

Mrs. Grirrirus. Mr. Chairman, may I ask, do you suggest that in 
place, for instance, of shipping water into California from a long 
distance away it would be more reasonable to set up a city or a group 
of people where the water exists ? 

Mr. Snyper. Well, of course, our changing technology gives us 
much more latitude than we ever had before in planning new concen- 
trations of population. At the beginning of our country it was pri- 
marily a matter of transportation. Cities grew up along rivers, and 
then we were concerned as we became industrialized with power, and 
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as we developed new methods of transportation, such as railroads and 
canals, new concentrations of population grew up along these arteries. 
We no longer have the problems of the limitations of that kind of 
criteria for the establishment of new populations. We don’t have 
to worry about power any more. We can generate it from atomic 
energy. We can develop small plants any place. 

The problem of the city is one of people, and people function best 
in groups within which they can retain their own identity as indi- 
viduals, and yet gain the efficiency of working together. 

Mrs. Grirrirus. Well, now, may I ask you, in such a development 
would you permit the central cities now to decay? How would you 
take care of the problem that exists now? Would you just let them 
go their way and fall into deterioration ? 

Mr. Snyper. I think it came out in some of the testimony this morn- 
ing that we all have a responsibility to ourselves, to maintain our own 
backyards. I think at the Federal level the responsibility is to antic- 
ipate the problems that are coming and prepare for them, which 
people at the local level cannot do because they do not have the 
technical information, the resources at their command. 

I don’t think that the cities will deteriorate. They have to a cer- 
tain extent, but once the local citizenry recognizes its responsibility 
toward the maintenance of communities then I think they will begin 
to do something about it, but I don’t think they will begin to assume 
that kind of local responsibility as long as it is being just passed out. 

Mr. Ratns. Could I ask you a question ? 

Mr. Snyper. Yes, sir. 

Mr. Ratns. You intrigue me. It sounds to me like you think maybe 
we ought to move the city of Detroit down to Birmingham because 
we have iron and steel there to make automobiles and they don’t have 
any in Detroit; are you suggesting that we change the cities that the 
people have built so as to put them nearer the sources of the power 
and raw materials? 

Mr. Snyper. Mr. Chairman, the State of Michigan is vitally con- 
cerned about the decentralization of the automobile industry. 

Mr. Rarns. I am not suggesting that you do that. I am merely 
using that as an illustration of what I thought you were saying, that 
we ought to build up cities away from Los Angeles, for example, be- 
cause of water shortages, build them in the Midwest, and so on. Is 
that your feeling? 

Mr. Snyper. Basically, yes. We are anticipating in the next 40 
years a population increase of about 40 million people. Now, are 
these people to be housed in cities that are already obsolete and inade- 
quate to the problem? What about those people, they are going to 
be Americans too. 

Mr. Rarns. It has been my observation that cities grew up where 
people wanted to live, regardless of whether it is the proper place 
from the standpoint of planning. Hasn’t that been the history of 
the cities of America ? 

Mr. Snyper. We in Detroit are faced with a problem, and in some 
of the suburbs it is more evident than it is in the down area. I will 
take the city of Pontiac, which is an industrial city, a General Motors 
city. Most of the people there talk with a southern accent, and it 1s 
known by the welfare department and people who are in the business 
of trying to keep these people happy that for the most part they come 
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up there to work for 6 months, live in very sub-standard dwelling 
units, create more slums, and in 6 months try to save enough money 
so that they can go back down South and live for 4 years. 

I don’t know that cities grow up where people want to be. People 
move to concentrations where there is economic opportunity. 

Mr. Rains. I agree with that. 

Mr. Snyver. The social opportunities come second, usually. 

We had a tremendous influx into the Detroit area during the war. 
Why? Because the Federal Government was placing many war 
orders in our plants there. A lot of those people did not go back, 
and they are the people who have depleted, for instance, our welfare 
funds right now. I think if we can provide economic opportunities 
elsewhere we can create new urban concentrations of a reasonable 
size, wherein people can retain their identity and not have the liabili- 
ties of the large city. 

I don’t have it at my command, and I haven’t been able to find as 
yet statistics on the applications of urban renewal but it seems to 
me that the discussion centers primarily upon cities that are a million 
and larger. When I say “cities,” I don’t mean the political confines 
of the city, but the great metropolitan areas. Already we are talk- 
ing about providing cities that might be 1,200 miles tas and con- 
tain 30 or 40 million people in a continuous urban concentration, but 
I don’t see that that is going to solve the problem, when we have re- 
sources, and we have land area available at a much lower cost, in areas 
of the West and the Middle West, where we could have neat industrial 
towns, where people would live in a more satisfactory manner. 

New England has been very much upset about the problem of sus- 
taining their population by emer industry in. When all of the 
textile mills moved South, they suffered economic hardship, but I 
don’t think these things can be met in a piecemeal way. I don’t 
understand some of the testimony this morning about establishing 
or reestablishing our cities to provide a tax base, because these people 
aren't going to disappear off the face of the earth. They will pay 
their taxes from a different source. 

Mr. Ratns. I am afraid you miss the point entirely. Under the 
urban renewal program you go in and you put new capital investment 
into it, and the program shows that $5 for each $1 of investment is 
private investment. We are interested in the Federal Government’s 
taxes as is the State and the city—the return from that redeveloped 
property. As Mr. Duckworth, the mayor of Norfolk, said the other 
day, in one little area where he was getting $5 million in taxes he got 
$36 million taxes because there were new developments, new apart- 
ments, all from an expanded tax base. 

If the cities of America which pay 75 percent of the taxes were to 
dry up and rot at the core, if that were to happen then the Federal 
Government’s tax base is going to drop down to where we cannot sup- 
port not only this program but even our military program. So as a 
practical matter, it is absolutely necessary to refurbish and rebuild 
our cities, don’t you agree with that ? 

Mr. Snyper. Well, here, again, I think it is a matter of responsi- 
bility. I feel I have a personal responsibility to the refurbishing of 
my own place, but when we are talking about the collective good, 
then I think we are talking about something that transcends the per- 
sonal ability, and this should take priority. 
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Now, I have listened to testimony this morning about what hap- 
pened to the cities’ responsibility in this matter. I certainly think 
that it would be much more desirable if they were to take seriously 
enough their commitments as citizens to do it at the local level and not 
burden the Federal Government with it. I think that the Federal 
Government has other interests and should have other interests that 
transcend local interests. 

Mr. Rarns. Could I ask you this question: Do you realize that the 
Federal Government takes about 70 percent of all of the taxes in 
America out of the cities, and leaves the cities as Mayor Hartsfield 
said with nothing to tax except real property, and that the Federal 
Government has so taken over the tax base in America that there is 
nothing left for the cities to tax to do the things that you are talk- 
ing about. Right or wrong, these are the facts of life. 

Now, I will go along wih you thoroughly on cutting the Federal 
Government out of a lot of the taxing fields, and returning them to 
the local governments, and then I would agree with your idea that 
they ought to do it, but until that is done how is the city going to do 
it? 

Mr. Snyper. Well, I do think that the entire tax structure has to 
be reevaluated, and it is going on all of the time. 

Mr. Rarns. I agree with you on that. 

Mr. Snyper. But I, sir, am concerned about using Federal funds 
to stimulate an already questionable situation, and not making ade- 
quate preparation, and we were just talking about preparation a 
while ago, for another 40 million people in the next 40 years. 

Mrs. Grirrirus. Mr. Chairman. 

Mr. Rarns. I will yield to Mrs. Griffiths. 

Mrs. Grirrirus. I would like to say that I agree with the witness 
that we should put some rea] emphasis on the future and that we 
should have a central planning agency for a future development. 

Now, I don’t agree with him on the situation of the cities today. 
I don’t think we can just leave them to die but I can see the thing he is 
worrying about: If you put all of the money that you have into the 
cities existing today you will compound the problem because the addi- 
tional 40 million are going to move there without any effort ever hav- 
ing been made to evaluate the resources of the Jand and move the peo- 
ple where we have the resources. 

So I think to that extent he has a really good point, and obviously 
if you have read the statement he has put plenty of planning and 
research into it, and has done a wonderful job. 

Mr. Rarns. Mr. Widnall. 

Mr. Wrpnatt. I found that your interesting statement was not only 
informative, but very creative, talking about development and not 
redevelopment. 

You say the great cost of urban renewal stems from the fantastic 

rices which are paid for accumulation of land. Although we deplore 
Fis handiwork, we seem compelled to reward the slum landlord. In 
doing away with slums we seem to feel obliged to reward slum land- 
lords with exorbitant prices for thei properties. 

You have made a point that is worthy of investigation of this com- 
mittee. It is inexcusable when that happens, and it has happened in 
a number of the cities of this country and to have the other taxpayers 
of the country send monies into that city and reward these people for 
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maintaining the slum conditions. I think that is a disgraceful 
situation. 

You also made the interesting point about how the cities were 
originally founded on water because of water transportation. Then 
as the railroads went across the country they opened up new areas 
close to the railroad. And now today, because of automobiles and 
trucks and roads and mobility that wasn’t present before, there is no 
necessity for a city being on a river or being on one of your railroad 
points. So what you have is a creative picture for the future of pro- 
viding the opportunity and the housing for people who live in the 
cities who now feel bound down to stay in the city because there is no 
opportunity outside. We have seen a tremendous migration in my 
own area from places like New York City and Jersey City to places 
like Bergen County where lam from. The father and mother stay in 
the city, but the children move out to areas where they can have more 
land. This is part of what you have in mind. 

I don’t think they will stay in the city. 

Mrs. Grirrirus. If the gentleman will yield, in your last statement 

you state that— 
The green countryside of Britain has been despoiled, and it cannot be retrieved, 
The gray deserts of urban sprawl have proliferated, precipitating a multitude of 
problems. In an effort to escape from this grim trap, Britain has cut swaths 
through cities to provide green belts. And Britain has had to relocate citizens 
in small, economically self-sustaining little cities to combat a situation that has 
become insupportable. It would be much easier if we were to make these moves 
before the damage has been done. 

He has made the best argument probable, it seems to me, for an 
agency to plan for these problems eddie we create them over and 
over again. 

Mr. Snyper. Certainly on just the sheer basis of economics, when 
we can buy land at $1 a square foot undeveloped and unencumbered, 
makes a better business venture than to spend from $20 to $30 a 

uare foot for the accumulation of land within the existing confines 

the city. 

Mrs. Suntuivan. Mr. Chairman, isn’t the main point—to interest 
business to locate new industry at the point of resource and then when 
industry shows such an interest people who do want to work in 
that industry would naturally migrate out to that area? 

Mr. Snyper. Yes, indeed. I think the plea that we are making here 
is for an agency that is capable of the collating of information so 
that it can be used. We know that industry is finding out, too, that 
they can build too big a factory. We conducted a research study on 
just the problems of industry and it came out that the ideal size for 
a factory was 500 workers. Within that kind of working community 
an individual could retain some identity with the product that he was 
working on, but we have industries that employ 75,000 people in one 
geogr aphical concentration. 

Mrs. Sutitivan. That would be a problem not for a committee on 
housing but a Department of Commerce problem to promote business 
and disperse business. 

Mr. Snyper. Business is continually looking for opportunities to 
save money, and they have always done it by moving out of con- 
centrated areas. 

Mr. Rarns. Could I interrupt to say this: Coming from the broad 
open spaces of the Deep South where we have plenty of land, I 
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would like to have you join my chamber of commerce with me as we 
go around all over the Nation advocating exactly what you say. I 
agree with you. 

Mr. Apponizio. May I say one of the complaints that we get in my 
area is the fact that these businesses are moving to the South and the 
people up in the North don’t like it. 

Mr. Snyper. Well, unfortunately, I think too often we think of 
population as being a static thing, and as we watch the migration of 
people across the United States we must recognize that people float, 
and they will stop floating when they find a good place to five, and 
that not only means live, but it means work and play as well. 

Mr. Ratns. You are very interesting, and I want to say a very 
intelligent witness. I wish we had more time. We could bat the 
ball all afternoon, but we don’t have the time. We appreciate your 
coming. We hope you are a good supporter of Mrs. Griffiths. It 
is very nice to have you. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:10 p.m., the subcommittee recessed until 2 p.m. 
of the same day.) 

AFTERNOON SESSION 


The subcommittee met at 2 p.m., in room 1301, New House Office 
Bunting, Hon. Albert Rains (chairman of the subcommittee) pre- 
siding. 

Present: Representatives Rains, Addonizio, Ashley, Mrs. Sullivan, 
and Mrs. Griffiths. 

Mr. Ratns. The committee will please come to order. 

The first witness is Mr. Charles Abrams speaking for Americans 
for Democratic Action. 

Come around, Mr. Abrams. It is nice to see you. 

Mr. Asrams. It is good to see you, sir. 

Mr. Rarns. We are glad to have you. 

How long a statement have you ? 

Mr. Aprams. There is a memorandum attached to it. The state- 
ment itself is about five pages, but I will summarize for you. 

Mr. Ratns. Proceed. We will put the entire statement in the rec- 
ord, including the attachments, at the end, and you can proceed as you 
see fit. We are expecting a number of Congressmen, but they will 
be late getting here. Go ahead. 


STATEMENT OF CHARLES ABRAMS, AMERICANS FOR DEMOCRATIC 
ACTION 


Mr. Asrams. Well, I would like to first state that I have read H.R. 
1252 with great interest, and it does represent a first effort to reach 
some of the forgotten aspects in housing, particularly those which 
cause such immense hardship to people who are displaced or who are 
among the hundred thousan oer who are displaced by public works 
or the many others displaced by urban renewal and by public housing 
and by private housing. 

There are some differences that I would like to emphasize, differ- 
ences which I have with the provision of the bill, as well as with some 
of the general approaches which have characterized housing policy in 
the United States. 
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Housing policy seems to have originated in 1933 as part of a pump- 
pruning interest to get us into a recovery, and then in 1937 when it 
was realized that one-third of the Nation was ill housed, it varied 
into a social aspect, and then into defense in 1940, and into war hous- 
ing in 1941; in 1946 into the housing of returned veterans, and there- 
after in 1949 into an effort to get at the slum problem and its emphasis 
was mainly slum demolition rather than the removal of the causes 
of slums, particularly overcrowding, which in housing shortage has 
become its worst aspect. 

I would like to briefly go over some of the deficiencies in our think- 
ing on housing which have survived, because there seems to be always 
in social reform, as well as in politics, a kind of ideological lag that 
hangs on once you have Fhe ome a policy so that policy doesn’t 
change in accordance with changing conditions and housing condi- 
tions have changed, so that we need a more comprehensive examina- 
tion of the underlying causes of the housing crisis at the present time, 
and the best ways of removing them. 

Now, I will start with the basic illusions that underlie our housing 
policy. One is that the poor are all renters. 1 remember when I was 
counsel to the Housing Authority in New York that right at the start 
we found that even in New York City, which is predominantly a 
rental community, we were displacing many owners, and in the 
United States about 25 percent of those displaced were owners, and 
the only alternative that was offered them was tenancy. 

Now, even today, for example, I returned from a housing inspection 
for a foundation in the city of Louisville a few weeks ago, and I 
found that in that case under section 221 Negroes were being displaced 
when they owned homes, and what was being built in its place were 
rental projects, four-family double-decker houses, which I think are 
destined to be worse slums than the one-family houses, because I 
really think that one-family houses in the United States with space 
around them, and with utilities, cannot easily degenerate into slums 
no matter what the physical condition is. In other words, they are 
being repaired, and I think we have emphasized too much the tenancy 
aspects of housing policy rather than not only salvaging homeowner- 
ship but increasing it for the people at the base of the social and eco- 
nomic pyramid particularly since those pepole desire homeownership 
and need homeownership for their own self-sufficiency and security 
more than the better heeled group which now has been looking to in- 
tangibles, stocks and bonds, for its security. 

A home for the poor is its main form of security, so I think that 
the emphasis on this should at least employ homeownership on H.R. 
12152. 

The second thing which seems to become vested in our housing policy 
is that the way to solve the problem of housing for the low income 
families is to tear down the slums in which they live. This originated 
when slums were about 25-percent vacant, and when the main aspect 
of slum life was the physical condition of the buildings, and if you 
tore down huge areas of slums the slum dweller would simply shift 
from one slum to another, and there was no great hardship. 

I would say that cities vary throughout the country, and that there 
are some cities in which slum clearance can still go no, for instance 
where you have a sharp Negro emigration from southern areas into 
northern areas you are apt to get vacancies in those slums and slum 
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clearance can go on a pace, but the recipient of the migrant is in an 
entirely different situation, and I want to call to your attention one 
figure in New York City which has never been emphasized, never even 
been published, though it was the subject of a recent report in March 
1, 1960, known as the Panic Report, and that is that the Department 
of Welfare funds to which are contributed by the Federal and State 
Governments, pays as much as $200 for a single room for a welfare 
tenant per month. Out of some 14,000 welfare recipients in August 
1959, and that was the only month for which figures were obtained, 
it paid up to $200 for some 80 families, for a single room, $160 to 
$180 for a single room for 98 families in that month, $100 to $120 for 
% single room for 239 families, and for 8,150 of the 14,057 families re- 
housed the rent paid was $60 to $100 per room per month. 

Now, there are in New York City today 250,000 families living in 
one-room apartments, of whom 80,000 are families with children, and 
slum clearance goes on, displacing these people as it goes on in many 
other cities, and you tear down the physical slums, some physical 
slums, but what you do is accent the worst aspect in a housing shortage 
of a slum life, to wit, overcrowding, and overcrowding for nonwhites 
is particularly sad. As a matter of fact, even according to the 1950 
census the proportion of nonwhites who were overcrowded was four 
times as great as whites, and the amount of substandard housing in 
which they live was seven times as great, and since the migration has 
been accelerated, since 1950, I think the overcrowding in many of our 
northern cities will be found to parallel the results in rentals, and 
in some of the social distortions to which these people are heir today. 

Now, I think that the continued demolition of houses in times of 
housing shortage should give way until such time as vacancies appear, 
and this means that the administrators of the urban renewal program 
ought to be told to use the provision which authorizes vacant land and 
undeveloped land, that is where the displacements are not so great, 
and small sites rather than these large slum clearance sites which result 
in so much wholesale displacement, and which offer very little as an 
alternative. 

Now, I think that without a vast public housing program urban 
renewal cannot go on with this continued displacement. I think that 
slum clearance should mean today clearing the obstacle rather than 
clearing the building, and that means clearing the overcrowding 
which means building more housing rather than tearing down the 
housing in which these people live without offering them an al- 
ternative. 

I will come to the alternatives which I think your bills seems to be 
a possibility if properly amended. 

Now, I think that it makes very little sense to say when tenants in 
public housing improve their incomes they should be ousted. It has 
caused serious trouble in public housing projects. It has put a 
premium on people with misiditions I think that under the bill if they 
are eligible at the time of admission they should have continued oc- 
cupancy, and if necessary I think that should be written into the 
legislation to make it clear, because it is quite a hardship for people 
to move out at the point where they have reached better Roebiens, pull 
their children out of schools, team their ties with community life, and 
go elsewhere, usually in slums, because they still cannot afford to 
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pay private housing rentals, although they no longer qualify for public 
housing, but that is the result of a surviving illusion. 

Then another that I would like to address myself to is that all 
families in the United States are automatically eligible either for de- 
cent housing, private housing, or for decent public housing. This 
has never been true because there are many families who are either 
ineligible for both, or whose size or composition or desire to live in 
public housing removes them from its benefits, and so if we start with 
this we can go to some constructive measures, and that means that you 
have to have a provision for homeownership as well as for rental for 
the benefit of the displacees from urban renewal, and from public 
housing. It means that we have to accent vacant land. It means also 
that we have to find some formula for crossing city lines, and the 
cities are increasingly being belabored by their jurisdictional limits, 
and I think we will have to rely on private enterprise which can cross 
those limits when cities cannot, and, finally, I think there is too much 
of a tendency to institutionalize housing, to make them projects, 
rather than to retain the diversity in cities and in suburban develop- 
ment which is so important to the contended life. 

Now, what I have done is submitted a memorandum which doesn’t 
take issue with public housing, I think there should be more public 
housing than ever. It doesn’t take issue with urban renewal because 
I think there should be more urban renewal than ever. I think our 
cities are challenged today, really challenged, in their downtown 
areas, in their capacities to pay their going costs, and in the social 
problems which are descending upon them. 

I do feel, however, that if we have a collateral program started for 
the displacees, if necessary, under which the Government can float 
loans, let us say, of up to $100 million to start with, and reloan the 
money to people who are displaced for homeownership as well as for 
rental, and at interest rates which they can afford, going down to 
zero if necessary, you can have homeownership for the poorest ele- 
raent in our population, and the calculations show it. 

Now, that would mean this: I don’t mean that all families should 
perpetually have zero interest rates, and I don’t mean that loans 
should not be made at 2 percent, as is provided in your bill, Mr. Chair- 
man. I mean that there has to be, on the one hand, a loan fund, and, 
on the other hand, a subsidy fund which will pay for the interest 
which the loans require which the Government has to borrow. 

Now, that is not a very burdensome matter because the maximum 
annual contribution on 2100 million would be $39 million a year; 
that is, if you assumed $1.3 billion in loans, and a 3 percent annual 
contribution, but I think what actually happens, and what public 
housing has proven is this: If you initially help the family in home- 
pram. Fr that his income will go up, because we do have a fluid 
population, a population still having ambition, still moving up in 
the social and economic milieu, and ultimately those interest rates 
can be adjusted upward over the period. If you take the poorest 
family, and give them a loan for housing at zero percent interest, let 
us say it is zero percent for a period of 3 years when he applies for 
renewal you can raise it to 2 percent or 3 percent or 4 percent, and 
ultimately the Government gets out of the loans as that family be- 
comes a self-sufficient family economically. 
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I don’t think the Government should continuously stay in these 
loans. I don’t think the Government should continually be the in- 
surer of loans. I think the tendency in housing is to continually 
trend toward a socialization which I think is necessary in housing, 
I think socialization of mortgage insurance which FHA is, it used 
to be a private venture, it is now public, socialization of mortgage 
insurance is essentially, but I don’t think it should be permanent. 
When, as, and if private enterprise and private lending demonstrate 
their capacity to lend without mortgage insurance Government should 
withdraw, and in the same way if the Government makes loans to 
the poor, and the poor able to pay the going rate the Government 
can then dispose of those loans, and if it can’t dispose of it it can take 
advantage of the same rediscount facilities that Fannie Mae and 
other facilities do when they sell their loans. 

I think, therefore, addressing myself to this bill, I would change 
the title from low rent private housing for displaced families to low 
cost private housing, so it would include both rental and ownership. 

In the case of rental families in the cities, I think that it is inevi- 
table that we must give them annual subsidies in any new or substan- 
tially rehabilitated housing which they may find. I don’t think that 
public housing can supply all of their needs, it can supply only some. 
This means an annual rental subsidy to be reexamined periodically if 
those families qualify, until such time as they are able to pay the 
going rent. 

I think that the bill ought to be amended under section 202, headed 
“Loans,” so that it includes private enterprise as well as nonprofit cor- 
porations, because nonprofit corporations will only function in a few 
cities, and it will probably function in New York where you can get 
some eleemosynary minded individuals to form a nonprofit corpora- 
tion, but actually I think in addition to nonprofit corporations there 
should be where private enterprise gets a loan and builds a house they 
will have a ready market from the displacees provided they get their 
loans. And any builder knows that he goes into these homes without 
any investment of his own, he is going in to make his 10 or 15 percent 
profit, and if he can get a market for the people displaced somewhere 
in outlying areas he is going to build for them as well as for anybody 
else. 

Now, the other provision I would amend is the provision which con- 
fines location to a community in which a workable program exists. I 
think we ought to take a new look at cities and I think that the pro- 
posal of a Commissioner of Urban Affairs is a good thing in a way, 
although I don’t know what powers he will have, but I really think we 
have got to take a new look at cities and at suburbs. The cities are 
losing population. The last figures show with the increase in popula- 
ry ia 1950 and 1959, our cities gained about 114 percent of the 
population, and the suburbs gained about 45 percent. 

Yow, the gain are the minorities who are pushing into the cities. 
You have situations such as this: Newark, N.J., is now about 37 per- 
cent Negro. Philadelphia is over 25 percent Negro. Washington, 
D.C., is over 50 percent Negro. In New York between the Puerto 
Rican migration and the Negro migration it is over 20 percent, well 
over 20 percent, and similar situations obtain in Cleveland and in 
other northern and western cities. 
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Your increase in the West has been over 230 percent in nonwhite 
population, between 1940 and 1950, and over 50 percent in the North. 
I don’t say that will continue indefinitely. The Negro is only 10 per- 
cent of the population. It will continue as long as the employment 
demands the hands of these workers. In most cases when they come 
they are the menial hands that take the tough jobs in the economy. It 
cannot continue without them. But I think that as they move up in 
the economy they should have the right to move out wherever they 
please, and to have access to homeownership, and not be permanently 
confined within the cities so that what we may create in the cities, and 
we are creating it, are project cities with slums for the poor, which he 
projects may never reach while the rim of suburbs enthralls the city 
and builds a circumference around it, a barrier which cannot be passed 
while the suburb builds itself one-family houses. 

I think as these people move up they should have access to home- 
ownership, and that one of the basic freedoms in the American scene 
is freedom of movement which our demolition policies and our hous- 
ing policies are denying to the newest migrant group. 

So I won’t stress the formula itself. I have got all of the figures 
here which show how we can reach the lowest income group under a 
homeownership scheme, what is allocable for the various charges. 

I assume that full taxes will be paid to the cities because certainly 
the small cities surrounding the big city and the suburb will not tol- 
erate tax exemption, and I don’t think they should, so that you have 
to encompass full taxes. That means whereas today with a 30-year 
5%4-percent loan, an FHA project, a $14,000 mortgage, cannot yield 
less than $157 in charges, which is impossible for the people you are 
displacing, when you get down to a zero percent 45-year loan you get 
down to economic charges of $101 which can reach at least the $4,800 
family, and I believe that if you got up to 60 years you would hit way 
below that because amortization is one of the important aspects. 

Now, if you get down to a $12,000 house, the $14,000 house is not 
the standard house in the United States, when you get down to a 
$12,000 house, a zero percent loan for 45 years yields charges of $65, 
and reaches the family at $3,120, and with a 2 percent loan reaches the 
family of $3,984; and again if you extend it to 60 years you can reach 
the very lowest among the displaced families. 

Now, I think that this concludes what I have to say, and I will be 
very happy to answer any questions that you may fire at me. 

Mr. Rats. This is a very interesting and informative statement. 
Of course you pose an impossible proposition for us to try to get 
through no-interest loans under a Republican administration. They 
are complaining about 2 percent interest, must less no intereset, so 
facing the reality of it we are going to do, I am sure, never as much 
as we like to, but as best we can. 

I listened to your statement, and it was very enlightening. It seems 
to me that the thing that ties people in slums more than anything else 
is the economic status, and the educational status. There is nothing 
to prevent these people you are talking about from buying now except 
where I live they just don’t have the money—isn’t that really the basis 
of a lot of our troubles? 

Mr. Asrams. That and in the North your resistance by communi- 
ties. 
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Mr. Rarns. If we could find the means to raise the economic status 
of the people who are in these slums, we would have a lot of our prob- 
lems here solved, a great many of them. I don’t know exactly how to 
do it. I believe that is the main problem. 

Mr. Asrams. Well, I think that there are several answers that 
I would like to make and one is the trouble with raising the economic 
status of these people is as you raise wages, your cost of construction 
yrds and your gap is perpetual unless you cut the standards way 

own. 

The only time that the lowest income group is able to afford private 
housing was when your standards were unhealthful. 

Now, the other thing about no-interest loans, I would say this: I 
don’t see why there should be resistance to it when in public housing 
we are doing that precisely by floating interest loans but at the same 
time giving a subsidy. 

Now, you can float the loan if you wish at an economic interest rate. 
All that you have to do is give the same subsidy that you are now giv- 
ing for rental housing for homeownership which is the established 
American institution. Why should the U.S. Republican administra- 
tion or Democratic insist upon subsidizing only tenancy when the 
poor people want and are entitled to homeownership if it costs the 
Federal Government no more. 

In other words, all you are doing now is subsidizing the interest 
rate in public housing. You can do the same thing but do it for home- 
ownership. 

Mr. Rains. Subsidize the interest rate for homeownership ? 

Mr. Asprams. That is right, we are subsidizing it for cr, 
now by giving an annual subsidy which is equivalent to the interest 
rate that the local authority pays on its bonds. 

Mr. Rains. Well, I could say to you, Mr. Abrams, that that sub- 
ject of subsidizing the interest rate is being made the subject of a lot of 
inquiry now. I don’t know whether it can be done immediately, but it 
is being studied seriously and I think you have a good point. Mr. 
Addonizio. 

Mr. Apponizi1o. I am interested in what Mr. Rains said, but I am 
just wondering in reference to some of the answers you gave Mr. 
Rains at what level would you cut off this subsidy ? 

Isn’t this the problem that faces us? 

Mr. Asrams. I would reexamine into the income every 3 years. In 
other words, you can give them a mortgage, let’s go to zero percent in- 
terest; I don’t think all of them will require zero percent interest, but 
let’s say you give them zero percent interest. Every 3 years they go 
back to the housing authority, if it is in a city or they go to the FHA 
or to the bank which is administering it and show what their income 
is. If the income goes up, then the interest rate is raised to 1 percent 
or 2 percent or 4 percent, so that there is no problem there. 

You do the very same thing in public housing when you reexamine 
your incomes right now. I am not offering anything revolutionary. 
I am simply substituting the very present policy into homeownership 
and it is the same, it can be administered the same way. Incomes are 
examined now for tenants who enter public housing and who stay in 
public housing. You would do it the same way in homeownership. 

Mr. Apponiz1o. You have an authority that overlooks all of this. 








GENERAL HOUSING LEGISLATION 361 


Mr. Aprams. Well, in cities you would have the same housing 
authority. You would give them that function. Outside of the cities 
where you don’t have housing authorities, the Government could have 
it done by the local banks for a charge, just as they service FHA loans 
or it could be done by the welfare administration within the com- 
munity or by some other appropriate agency. Administratively this 
can be done. 

Mr. Apponiz1o. What kind of houses would you suggest that they 
build? 

Mr. AnraMs. Well, my calculations are based upon ordinary houses 
that are being built today. In other words, I took the FHA figures, 
the median cost house is $12,000; it will be considerably less in the 
South and in warmer climates, and I took in the highest cost areas 
$14,000 which is the FHA figure also. 

Mr. Apponizio. Well, what I am suggesting is when public housing 
is built particularly in communities like New York City or my city, 
they are high-rise apartments because of the scarcity of land. Where 
are you suggesting that they put these one-family homes? 

Mr. Aprams. Outside. 

Mr. Apponizio. Outside the city ¢ 

Mr. Asrams. Yes, if necessary. 

Mr. Avponizio. What other community is going to accept them? 

Mr. Aprams. They don’t have to because, if you do it through 
private enterprise, the private entrepreneur buys and builds what 
he pleases. This is the only way I know that you can overcome the 
jurisdictional barrier. 

Mr. Apponizio. You make it sound real easy. I wish that were 
the case. I think this represents a lot of difficult problems that would 
have to be looked into before we could move into a program like this. 

Mr. Aprams. Well, I don’t know what the problems would be that 
are different from the administration of section 221 at the present 
time where you are building houses. 

Mr. Rains. I know one that would really raise the fur on their 
backs and that is to let any builder have not only 100-percent loans 
but to let him have no-interest loans. 

Mr. Aprams. The no-interest loan doesn’t accrue to him, it accrues 
to the tenant. He pays interest until he sells it. 

Mr. Ratns. He gets the profit off the building, but the fellow 
who could build a house with no interest rate would have a profit. 

Mr. Apponizio. You would have a hue and ery from these sub- 
urban towns about people from the slums moving into these suburban 
communities. 

Mr. Aprams. They are moving in. They need maids. They want 
the people to work there but they want the poor to live in the city. 

Mr. Apponizio, Under this type of plan they would move in in 
great numbers. 

Mr. Anrams. I am not sure they would move in in great numbers, 
but this would give them the right to move in, which at the present 
time is denied, and I think that it is about time that the cities stepped 
up in this thing and spoke because I think what is happening to the 
cities is many of them are destined to remain permanently slum 
cities unless you repeat what has always been repeated and that is 
the poor always lived in the suburbs. Prior to 1921 the poor lived 
in suburbs, the rich lived in the cities. There were some poor in 
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the cities as well, but now it has been reversed. Why? Because 
there is no access to homeownership for the poor and all Congress 
has been giving the poor is a form of project living, uncertain living, 
slum clearance, displacement, the distortion of all of their values, 
their confinement to communities and ghettoes, this is what Congr ess 
has given them and I think it is about time that Congress did some- 
thing more. 

Mr. Apponizio. May I just refer you to something else that you 
have said and that was in reference to the 60-year loans at 2 percent 
interest. You advocated, I believe, not only giving it to nonprofit 
corporations, but also to private companies that make a profit out 
of it. 

Mr. Asrams. Yes. 

Mr. Apponizio. I think that is one of the objections Mr. Rains raised 
to this first premise. 

Mr. Asrams. As a practical proposition, when you give a 90-per- 
cent loan or a 100-percent loan to a veteran or a 90-percent loan to any 
family, is the formula any different ? 

Because you are giving 100-percent loans under FHA today to 
builders. They don’t have anything in it and the builder is doing the 
same thing, he is not getting the advantage of this low-interest loan. 
It is the family and the family gets it only so long as it has a low in- 
come. You are not subsidizing the builder at all. He is doing the 
very same thing he is doing now. 

Mr. Apponizio. I agree a lot with what you say. I don’t want 
you to misunderstand me, but 1 think it presents some problems that 
need clarification. 

Mr. Ratns. You take us a little fast with your advanced ideas, to 
be perfectly truthful with you. Do you have any questions, Mrs. 
Sullivan, or Mrs. Griffiths ¢ 

Mrs. Sutxivan. I don’t have any question, but I am thinking of 
cities like St. Louis that can’t expand, they are completely surrounded, 
there is no vacant land. 

I have fought high-rise public housing for the reason that I don’t 
believe children should be raised in that ; atmosphere. Yet they have 
some 1,500 families in may a 16-block area. They couldn't get nearly 
enough homes in that space. But where can a city successfuly find the 
space? We had an example, just outside of our city, se sa they 
Wi anted to put some gi arden type public housing and it has been fought 
over a period of some 3 or 4 years until finally the project. was com- 
La stopped, ‘rsa the community did not want public housing. 
And I[ think that they would fight some of this low-cost housing we 
are discussing. Yet we have to find some area where there is space 
to put them in order to make it work, to make it practicable. 

Mr. Apponizio. As a matter of fact, a member of our full committee 
from New York complains about public housing in the Bronx. 

Mr. Asrams. I make no apologies for New York City. We have 
suburban exclusion within the city, itself. The bulk of public housing 
is going on in Manhattan and Queens and Richmond are just like 
suburbs. I am not making any apology for my city. I think what is 
happening in my city is a terrible thing, that is when you have got 
250,000 families living in 1 room and you don’t allow them to ex- 
pand and they are living 6 and 7 in a room, how can you possibly not 
expect juvenile delinquency as a byproduct. 
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Mrs. Sutiivan. You know, Mr. Abrams, taking transportation into 
consideration when people work in the city and live out in the sub- 
urbs and the transportation is so costly to come back and forth and 
also really unsatisfactory, it is almost a problem that cannot be solved. 

Mr. Ratns. We have a bill before the committee, I might say to 
you, Mrs. Sullivan, that would seek for the Congress or for the Gov- 
ernment to subsidize the commuter trains so you can bring them in 
to the cities, so you raise a very hard problem. 

Mrs. Sutiivan. If the people will ride them. 

Mr. Apponizio. You are talking about the mass transportation bill 
I introduced ¢ 

Mr. Rats. Yes. 

Mrs. Grirrirus. I would like to say, Mr. Chairman, I enjoyed hear- 
ing Mr. Abrams. Both this gentleman and the gentleman from Cran- 
brook, while they may not agree on the methods, both have the same 
vision. We can’t forever look backward. We have to solve some of 
these problems before they arise. I think they are making wonderful 
arguments for a secretary of urban affairs. 

Mr. Anrams. And I think these established illusions have to be 
examined. I think it is important to insinuate these things so they 
may have some effect in the future. 

Mr. Ratns. I agree with you. Thank you very much for appearing. 
We have some Congressmen waiting. You made a very interesting 
witness. Thank you very much. 

(The statement submitted by Mr. Abrams is as follows:) 


TESTIMONY OF CHARLES ABRAMS, VISITING PROFESSOR OF HOUSING, MASSA- 
CHUSETTS INSTITUTE OF TECHNOLOGY ON BEHALF OF AMERICANS FOR DEMOCRATIC 
ACTION 


Mr. Chairman and members of the committee, my name is Charles Abrams. 
I am visiting professor of housing at the Massachusetts Institute of Technology 
and I appear here today on behalf of Americans for Democratic Action. I am 
grateful to the subcommittee for affording me this opportunity to express my 
views on the subject of housing. 

In the poorest of countries which I have visited on U.N. housing missions 
in the last 7 years, I have found a growing disposition on the part of govern- 
ments to make homeownership available to the underprivileged in the form of 
subsidized rental schemes with purchase options or through outright subsidized 
purchase with little or no downpayment. But in the United States, the most pro- 
ductive and most ingenious nation in the world, homeownership seems to be set 
aside only for the middle and upper income groups. The extensive Federal 
home credits and guarantees, which normally should be reserved for those for 
whom private enterprise does not provide, seem to be allotted largely to those 
who need Government subvention least, i.e., banks, mortgage lenders, and many 
among the higher income families, rather than the lowest income group. 

The contradiction is the product of an ideological lag in our housing thinking. 
Our present housing program is the distended residuum of a program first de- 
vised in 1935, the aim of which was to help prime us into an economic recovery. 
It aimed to bail out frozen mortgage institutions and induce them to lend their 
funds by insuring their investments so that a stimulated construction industry 
would accelerate employment. The guarantee never ceased with the boom 
in homebuilding but witnessed new forms of aid and have swelled in volume. 
The FHA guarantees alone as of June 1959 stood at more than $32 billion and 
with VA guarantees were expected to exceed $76 billion by June 30, 1960. 

The economic motive coupled with the social motivation for tearing down 
slums was also responsible for the public housing program in 1934 and 1937, a 
program which, now tattered, perverted, and shrunk, has become little more 
than an adjunct of the publicly subsidized private urban renewal program. 
This urban renewal program, too, while it does help cities get rid of slums, has 
developed into a device for displacing the poor from their footholds to make way 
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for higher rental dwellings which those displaced cannot afford. Thus, the 
lowest income family remains the forgotten family, though it is still the most 
home needy in the American family circle. 

I think, therefore, that it has become essential to reevaluate our original as- 
sumptions and to promulgate programs based upon the newer realities. The 
assumptions upon which public housing was predicated were that: 

1. The poor live only in tenements.—This misconception was part of a philoso- 
phy borrowed from England when the public housing program was spawned. It 
assumed that the poor do not want individual homes but prefer to raise their 
children only in multiple dwellings. It is responsible for the urban tenement 
projects built by local housing authorities which are the only new homes avail- 
able to the underprivileged—and there are very few of these compared to the 
need. 

2. The poor are all renters.—This fiction also survives, although it is known 
that the strongest yearning of the poorer families is for homes they can own 
and pay for and in which they can raise their children decently. Homes for 
rental are, of course, essential—for the families who want to rent, for the elderly, 
the working mother, the transient, the childless and small family, and the single 
person. But both rental and fee ownership should be available to meet the 
varied needs of all families. 

3. The way to solve the housing problem of the low-income families is to tear 
down the slums in which they live-—This was a valid theory in the depression 
years when many slum neighborhoods were 25 percent vacant and when whole- 
sale demolitions were unaccompanied by mass homelessness. But when hous- 
ing surplus turns into housing famine, the most devastating visitation is mass 
eviction. Slum clearance should be held down in times of shortage and the em- 
phasis of housing programs for the underprivileged should be placed upon 
increasing the housing supply. This means building more new homes on vacant 
or underdeveloped sites—both for rental and for ownership. 

4. A slum is a physically unfit building ; old, dilapidated, or substandard.—This 
fiction, incorporated into Federal legislation, has been responsible for aggravat- 
ing the housing conditions of low-income families. While it is true that many 
slum buildings deserve to be torn down, it is overcrowding rather than physical 
deterioration that has become the worst aspect of slum life today. The propor- 
tion of overcrowding for nonwhites in 1950 was four times as great as for whites, 
and their situation has grown worse in the last 9 years with their continued 
inflow into the cities. Many of the houses into which they have gone are in fact 
standard dwellings but their housing conditions are nevertheless worse because 
they have been forced to live as many as four or five persons toa room. In New 
York City there are today 250,000 families living in 1-room apartments, 80,000 
of whom are families with children. In a recent report to Mayor Wagner, a 
table of the monthly rents paid by welfare families for single furnished rooms 
in August 1959, showed that the New York City Department of Welfare paid as 
much as $180-$200 for a single room. It paid $160-$180 for a single room for 98 
families in that month, $100-$120 for a room for 239 families. For 8,150 of the 
14,057 families rehoused the rent paid was from $60 to $100 per room. This 
phase of the report* escaped mention in the newspapers, though it demonstrates 
tragically the current plight of the poor family in the richest city in the world. 
Demolition in their cases only intensifies their overcrowding and this can be 
relieved only by increasing the housing supply rather than diminishing it or 
holding it constant. 

5. When tenants in public housing improve their incomes, they should be 
ousted.—This fiction has been responsible for the forcible return of families to 
slums instead of enabling them to rent or buy homes they can afford. It has 
given public housing an institutional aspect. And since minority families usually 
have the lowest incomes, public housing projects in the larger cities have be- 
come increasingly occupied by them, accentuating segregation in neighborhood 
composition and in schools. 

6. All families in the United States are automatically eligible either for decent 
private housing or for decent public housing.—This has never been true, for there 
are many families who are either ineligible for both or whose size or composition 
or desire to live in public housing removes them from its benefits. At the same 
time they are too impecunious to afford private housing under existing financing 
formulas and with the current housing shortages in cities, they are unable to 
secure access to secondhand housing. Another type of housing program is re- 
quired to meet their needs. 





1“Building a Better New York,” Mar. 1, 1960. 
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I am submitting a memorandum which suggests another way of meeting the 
needs of low-income families. It is not intended as a substitute for the public 
housing program which should be larger than it presently is. It is intended 
only to supplement it. It is based on the premise that interest and amortization 
payments along with downpayment requirements are the most important factors 
underscoring the ability to buy a home. It assumes too, as the figures confirm, 
that the FHA program for those displaced by urban renewal has turned out to 
be of little consequence. Essentially, the proposed program simply substitutes 
homeownership for rental as part of the current low-income program and provides 
an interest subsidy in place of a fixed annual subsidy. 

The figures tell the story. One-half of all families in the United States had 
an income of less than $4,350 in 1957, while less than 6 percent of new one- 
family homes purchased with FHA insurance in the same year were bought by 
families with annual incomes of less than $4,200. The cost of new private single 
family homes started in 1957, averaged $13,025, which is far beyond the reach 
of many lower income families. This is the so-called no man’s land of housing— 
the people whom no program now benefits. If they are not among the poorest 
families they do not qualify for public housing. If they do not have incomes of 
about $6,000 they cannot afford new private housing. 

What the attached memorandum suggests, in other words, is that some program 
is needed to provide homeownership both for the lowest income group and for 
the families who cannot afford new housing at present prices and terms. As 
shown by the memorandum, in the first case, a very low interest and long amor- 
tization period would be required and in the second, a moderate interest rate 
and a longer amortization period than is presently authorized. 

Every interest reduction of 1 percent on a 25-year $14,000 mortgage (90 per- 
cent of cost) would reduce mortgage charges by about $100 annually. An 
extension of the mortgage from 25 to 35 years would mean a reduction of another 
$140. Elimination of the one-half percent premium charge would reduce it an- 
other $50. Add it all up and the savings annually would be $290. Building 
costs would have to be cut by $4,000 to effect a similar saving. 

The fact is that mortgage charges constitute more than 52 percent of the gross 
carrying charges of a home, and while cost reduction in housing would play a 
material role in benefiting lower income groups, there is presently no probability 
that such costs can be reduced. Recent figures, in fact, indicate their expected 
rise. 

If, therefore, any progress is to be made in the housing of the lower income 
group, a change in the financing formula is essential. The memorandum demon- 
strates how an interest reduction and amortization extension would help meet 
the needs of the lower income group. With a 3-percent loan and a 35-year 
amortization, a family can afford housing subject to a mortgage of $12,000 if its 
earnings are $4,272. A 2-percent loan with the same amortization would meet 
the needs of families with incomes of $3,984 and with no interest and a 45-year 
amortization, the needs of families with $3,120 a year can be met. 

In all these cases full tax payments to the municipalities are envisaged. A 
reduction of taxes similar to the tax reduction permitted on public housing would 
cut the charges considerably. 

Direct financing by Government of low-cost housing has been undertaken in 
New York State, New York City, Pennsylvania and Connecticut. But neither 
the States nor the cities are able themselves to undertake the proposed program 
on any extensive scale without Federal participation. The only direct loans 
which the Federal Government has undertaken have been to institutions of 
higher education who now enjoy a 24 to 3 percent interest rate through the 
Community Facilities Administration. Low rate loans were also provided to aid 
farm purchases by farm tenants under the Bankhead-Jones Farm Tenant Act 
of 1937. But such low interest rates have never been made available for pri- 
vate housing. 

The loans contemplated can be made available in two ways. One way would 
be by direct Federal loans. Thus with every 100,000 starts, Government bor- 
rowing of $1.3 billion would be required. A Government corporation would be 
specially set up for the purpose, administer the operation, sell the bond issue, and 
receive the return of the principal. The maximum annual contribution on 
100,000 loans would be $39 million per annum—that is if we assume $1.3 billion 
in loans and a 3-percent annual contribution. But since many of the loans 
would be made at 2 percent or 3 percent per annum and many of the no- or low- 
interest loans would be made only during the period in which the family had a 
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very low income, it is safe to say that the required subsidies would average less 
than $25 million annually. 

One cannot ignore the currently stringent market on Government issues and 
it may be necessary, at least temporarily, to stagger bond flotations or effect the 
100,000 starts over a period of several years. An alternative would be to reduce 
the flotations of FNMA bonds or other Federal housing issues to make room 
for the program. In this connection, however, it should be borne in mind that 
FNMA purchases of FHA- and VA-insured mortgages between November 1, 1954. 
and December 31, 1957, totaled $1.68 billion or an average of $560 million a year. 

If the Federal Government chose not to float these loans on its own credit, the 
program could be financed through State or local agencies which would borrow 
the capital required in much the same way they borrow for public housing proj- 
ects today. In this connection, it may be noted that housing authority bonds 
sold to private investors between July 1951 and December 31, 1957, have totaled 
$2,240 million and about $400 million annually between 1951 and 1955. The tax 
exemption of public housing issues receives its justification as part of the long 
established principle of State and local exemptions for State and local purposes 
and should continue as long as the principle survives. I feel, however, that 
financing through local tax-exempt bonds provides too large an exemption for 
bond purchasers and that from a general fiscal standpoint, Federal financing sub- 
ject to income tax payments is preferable in the long run and should be under- 
taken wherever possible. 

There is one other variation from current Federal procedures which I believe 
needs modification and which the proposed plan envisages. Under present pub- 
lic housing formulas, the family is ousted when its income exceeds the maximum 
limits. This brings insecurity to the family and limits its incentive to obtain 
higher wages. It also contributes to the breakup of families when a child be- 
comes a secondary wage earner. Under the present proposal, interest rates 
would be geared to capacity to pay but would be raised when income increases 
so that the family would retain security of tenure in the home it bought. It 
would simply be required to pay a higher interest rate as its earnings improve. 
With the fluidity of income which has characterized American life, it is fairly 
certain, as the public housing program has demonstrated, that many families 
would improve their income. In this event, they would become unsubsidized 
homeowners. When this happens the mortgages should be disposed of in the 
market either to FNMA or to private purchasers. If the program is financed by 
States or local communities, their bonds would provide for prepayment to allow 
substitution of private mortgages for public mortgages when the circumstances 
of the family permit. This would minimize the objection that such loans are 
competitive with private loans. 

I have not gone into all the implementary details of the proposal. It might, 
for example, be provided that in the event an aided family sold its home, the full 
market interest rate retroactive to the date of purchase should be chargeable 
against any capital gain resulting from the sale. In such cases, the Govern- 
ment would be recovering not only the full amount of the loan but the subsidies 
as well. An exception can be made where the property was sold to another low 
income family with the consent of the Government. Prepayment of the mortgage 
would also be permitted so that a family can prepay the mortgage when it is 
able to raise one at market rates. The loans made by the Government would, in 
these cases, be in the nature of a revolving fund. It is possible too, that the 
Government lending corporation might make second mortgages at low interest 
rates subject to uninsured first mortgages at market rates. 

The houses would be built either through private builders or through local 
housing authorities where they function. In the latter case, the authorities 
would, of course, continue functioning in their public rental housing program 
simultaneously. In some cases, eligible families could be qualified by the auth- 
orities for the private project, in other cases by the Federal agency. 

In cases where houses could be built for $8,000—$9,000 as in Puerto Rico or in 
the tropical areas of the country, a 3-percent loan for 35 years would bring a 
monthly housing expense of $74, a 2-percent loan $69, a loan without interest for 
35 years $63 and a no-interest loan for 45 years $58. The income groups served 
would be $3,552, $3,312, $3,024, and $2,784, respectively. 

What is essential, in the main, is an acceptance of the proposal in principle, 
leaving the details of the individual contracts to be worked out by the adminis- 
trative agency in charge. The proposal aims essentially to extend the benefits 
of subsidized housing to families now not served by the public or private hous- 
ing market; provide a workable formula for those displaced by slum clearance 




















GENERAL HOUSING LEGISLATION 367 


and urban renewal undertakings; and for those now evicted from public housing 
when their incomes exceed prescribed limits but who cannot afford decent private 
housing. 

I am submitting a memorandum which contains the essential calculations 
indicating the viability of the programs. 


MEMORANDUM—THE LIMITATIONS OF PRESENT FINANCING MECHANISMS * 


The main point I wish to emphasize is that current federally-aided financing 
and mortgage insurance programs do not meet the needs of families most in 
need of housing. A large portion of these families are provided for neither in 
the homeownership nor in the rental housing programs of the Federal Govern- 
ment. 

Note.—Minorities, particularly Negroes and Puerto Ricans, are the victims 
because of their low incomes. 

During 1957, only 5.7 percent of all new single family homes insured by FHA 
were purchased by families with an effective income of $4,200 annually or less. 

The median effective income of purchasers of single family FHA-aided homes 
was approximately $6,600 annually. 

The median income (before taxes) of spending units’ in the United States in 
1957, according to the Survey of Consumer Finances, was only $4,300 annually 
and only 31 percent of all families had incomes of $6,000 a year or more.® 

In other words, half of all families in the United States had an income of 
less than $4,350 in 1957, while less than 6 percent of all new one-family homes 
purchased with FHA insurance in the same year were bought by families with 
annual incomes of less than $4,200. The cost of new private single-family homes 
started in 1957 averaged $13,025, which is far beyond the reach of lower in- 
come families. 

Note.—Not more than 7 percent of the nonwhite families in the New York 
City area can afford FHA-aided housing at present costs. 

What is indicated and what has been supported by the legislative findings of 
the Congress at various times is that a large proportion of the population is 
presently outside the market for new housing. 

The programs of the Federal Government which have been designed for the 
lowest income segment of these families have, moreover, provided subsidized 
public housing which has been so small in amount that it hardly provides for 
a tiny fraction of the need. Moreover, the program affords these families access 
only to rental housing. Finally such rental housing is available only in the 
cities (mostly the larger cities) and not in the smaller cities or suburban areas, 
where many of them live or prefer to live. It should be manifest that any pro- 
gram designed for families in the United States should include provisions both 
for rental and ownership, and be available wherever these families are employed. 

This analysis will deal only with the limited question of how Federal programs 
can make homeownership available to some of the families now removed from 
the benefits of Federal insurance programs. 


THE IMPACT OF FINANCING ON ABILITY TO BUY HOMES 


An analysis of existing FHA-aided programs will show that interest and 
amortization are the main items in the cost of homeownership and in the ability 
to buy a home. 

Every interest reduction of 1 percent on a 25-year $14,000 mortgage (90 
percent of cost) would reduce mortgage charges by about $100 annually. An 
extension of the mortgage from 25 to 35 years would mean a reduction of 
another $140. Elimination of the one-half percent premium charge would 
reduce it another $50. Add it all up and the savings annually would be $290. 
Building costs would have to be cut by $4,000 to effect the same saving. 

The following table shows the estimated monthly housing expense on a house 
in the northeast with a $14,000 mortgage. 


1This memorandum was prepared by Charles Abrams and Dr. Morton Schussheim of 
New York City and formed the base of testimony before the U.S. Senate Committee on 
Banking and Currency, Subcommittee on Housing. May 14, 1959. 

2A spending unit as defined in the Survey of Consumer Finances, consists of all related 
persons living together who pool their incomes. 

8 Federal Reserve Bulletin, September 1958, p. 1051. 
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Cost items FHA loan, 30 years, 5% percent interest 
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Assuming that as much as 25 percent of income can be spent on housing, the 
required gross annual income for this home would be $7,536 which is far above 
the median income of American families. It may be noted that the mortgage 
charges constitute more than 52 percent of the gross carrying charges. It may 
also be noted that all of the other charges are relatively fixed though they may 
vary between areas, climates and tax jurisdictions. While cost reduction in 
the house would play a material part in carving out new categories of income 
groups to whom new housing might be made available, there is no indication 
at this time of any changes in home building techniques which would cut cost 
materially. 

If there is to be any progress toward making now housing available to lower 
income families, it is primarly through a reduction in the carrying charges of 
the mortgage that is be achieved. 

The following table shows the effect of various reductions on carrying charges 
of the home and one the income groups that would be served by such reductions : 


Estimated monthly housing expense and required annual income (house in 
Northeast, mortgage of $14,000) 








FHA loan 3-percent 2-percent 0-percent 0-percent 
Cost items 30 years loan Joan loan loan 

534 percent 35 years 35 years 35 years 45 years 
Interest and amortization ____----| $82 $54 $46 $33 $26 
OS ae ae en 20 20 20 20 20 
is nbs osrmeen mig ans =s 5 5 5 5 5 
Real estate taxes_._..--.----- . 25 25 25 25 25 
RL Mio abicks) bat sken noes 10 10 10 10 10 
Se ; 15 15 15 15 15 
a A REE es eee, 157 129 121 108 101 
Required gross annual income !_-. 7, 536 6, 192 5, 808 5, 184 4, 848 




















1 Assumes that one-fourth of monthly income is spent on housing. 


The assumption, of course, is made on the basis of home cost in the more 
expensive areas. In areas where home costs are lower, wages will also be lower. 
But the gap between income and house cost is nationwide, though the figures of 
home cost, carrying cost and income may vary. If lower income families are 
to be reached by federally aided housing programs, it is through lower mortgage 
charges that the most important reductions will be achievable. 

Another example based upon financial characteristics of purchasers of single 
family homes under FHA’s section 203 would indicate the following: 


Estimated monthly housing expense and required annual income (composite for 
Nation, mortgage of $12,000) 




















FHA loan 25 }3-percent loan}|2-percent loan})-percent loan]0-percent loan 
Cost items ! years 5% 35 years 35 years 35 years 45 years 
percent 
Interest and amortization.---__- $76 $46 $40 $29 $22 
Real estate taxes............-_-.- 18 18 18 18 18 
Heat and other expenses_____.__- 25 25 25 25 25 
RE eal 119 | 89 | 83 72 65 
Required gross annual income ?__ 5,712 | 4, 272 3, 456 3, 120 
| 


3, 984 | 





1 Based partly upon financial characteristics of mortgagors and properties, new homes purchased with 
FHA sec. 203 insurance in 1957. 
ITI-53, p. 116. 

2 Assumes that 4 of monthly income is spent on housing. 


Housing and Home Finance Agency, 11th annual report, 1957, table 
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This example suggests that mortgage charge reductions can make housing 
available to the substantially lower levels of income. 

The main problem, however, is that mortgage charges everywhere are relatively 
rigid when the mortgages are financed through private funds. If the market 
for homes is to be widened, lower interest loans and longer amortization periods 
which constitute the most tractable items under a publicity aided program can be 
arranged only through Government financing. 

Such direct financing by government units to aid lower income families is 
not new. It is the policy in Scandinavian countries. It has been undertaken 
under programs in New York States, New York City, Pennsylvania, Connecticut 
and elsewhere. Funds have either been made available directly or money has 
been borrowed on the credit of the State and local governments. 

But it has not been the usual policy of the Federal Government except in some 
aspects of the low-rent housing program in which loans were authorized directly 
through the Government for reloan to local housing authorities. 

Loans have been made however, under title IV of the Housing Act of 1950, 
directly to institutions of higher education at rates which have varied between 
2% and 3 percent in the past 3 years. Such loans are made through the Com- 
munity Facilities Administration and have totaled about $563 million by the 
end of 1957. Low rate loans were also provided to aid farm purchase by farm 
tenants under the Bankhead-Jones Farm Tenant Act of 1937. Loans under this 
act would be granted in amounts almost equalling the full value of the farm to be 
purchased. The interest rate was 3 percent, the repayment period up to 40 
years with provision for variable payments in accordance with farm conditions. 

Essentially, the advisability of such a policy for nonfarm housing reduces itself 
to a political question. Federal loans have been made to business operations and 
Federal credit has been used to aid commodity, banking and other operations. 
The issue is whether a system of direct Government loans should be made to 
lower income families. 

Federal aid to low income families has been accepted in the Government’s low 
rental housing undertakings where direct annual subsidies are made available 
to local housing authorities. The main emphasis of this program has been on 
rental housing. The lower income families, however, have as active a desire for 
ownership, if not a greater desire and need for it. A substantial fraction of 
slum-dwellers have, in fact, been homeowners and the impact of slum clearance 
operations in their cases has often been to deprive them of the ownership they 
enjoyed and to relegate them to a tenancy relationship they did not want but 
which afforded them no alternative. 

Objections to direct Federal loans center mainly around the argument that 
they are competitive with private operations. But the argument would fail if 
direct Federal loans are confined to groups whom the private mortgage market 
does not serve and to disposition of the loans when they no longer require the 
Government’s aid. The loans, in other words, would be sold when the interest 
rate equalled the market rate (see Variability of Interest Rates Under the Pro- 
gram, post.) Assumption of responsibility to aid in the procurement of life’s 
essentials, those whom private enterprise does not serve has been accepted as a 
principle in almost every advanced society. 

The force of the objection that such a program might inflate building costs 
depends on the volume of such housing that is annually authorized. For every 
100,000 such starts annually, it would not materially affect building costs in a 
total program of 1,000,000 to 1,400,000 starts. 

In view of the lag in the number of starts in recent years, in fact, it might 
well be argued that a supplemental program of this sort with an assured market 
would promote the stabilization of residential construction. 

The claim might also be made that every 100,000 starts through direct loans 
would entail Government borrowing to the extent of $1,300 million annually. 
The program proposed, however, should anticipate borrowings not through the 
Treasury but through a Government corporation specially set up for the purpose. 
Such a corporation would have borrowing powers similar to those of the FNMA, 
the home loan banks and Federal land banks. The Government would undertake 
to appropriate annually to the new corporation the annual deficit incurred by it 
through loans. Thus on every $1.3 billion loaned, the maximum annual contribu- 
tion by the Government would be $39 million and it can be safely anticipated that 
it would be much less since only a fraction of the loans would be at 0 percent 
and many would be at 1, 2 and 8 percent. 
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This formula would, moreover, be financed by bond purchasers subject to Fed- 
eral tax, whereas bonds floated by local governments and public housing agen- 
cies are tax exempt and purchaseable by those in the larger brackets of income 
who escape the susbtantial contributions to the support of government which 
they would and should ordinarily pay. 


VARIABILITY OF INTEREST RATES UNDER THE PROGRAM 


The more favorable the terms of interest and amortization, the lower of course 
would be the income levels of the family groups aided. The question arises as 
to whether the interest rate under the program should be at a fixed amount 
throughout the loan term. Manifestly if a low interest were fixed indefinitely 
the home buying family could sell the home at a profit or its income might in- 
crease and its mortgage warrant a higher rate. Legislation should therefore 
provide for a fixed initial rate; e.g., for 3 years, with a reexamination of the rate 
periodically thereafter. Thus interest rates would be geared to capacity to pay. 
When, as, and if the family can pay the market rate, the Government agency 
could thereafter dispose of the loan to private lenders or possibly to FNMA. 

It is best, too, that while the mortgage amortization might be in amounts 
geared to a long-term loan, the nominal due date should be for 15 to 25 years 
with provision for extension of the loans to the maximum period of circumstances 
warrant. It is probable that a portion of the families would become economic 
owners and able to pay the going rate before the ultimate due date of the mort- 
gage paper. 

Resales of the homes would be permitted only with the consent of the Govern- 
ment corporation. Such resales would be allowed if the would-be new owners 
qualify as low-income families or if the purchasers can arrange to assume the 
mortgage payments on economic terms. 

The means test, of course, is not without its faults though it is used in the low 
rental housing program. Its main defect, however, is that when the family’s 
income increases to a determined amount, the family is forced to vacate the 
project. This imposes considerable hardship on the family by forcing it to give 
up its home, friends, and neighbors as well as take its children out of the neigh- 
borhood school. It also tends to institutionalize projects. These objections would 
be eliminated under the program proposed. The family would remain, but 
would simply be required to pay a higher rate of interest when its income war- 
ranted it. The most serious objection to the means tests would thereby be elimi- 
nated. The homes, moreover, would be distributed instead of being part of 
“project communities.” 

I believe that publicly aided rental housing is essential. But as long as the 
Federal housing programs ignore homeownership for the low-income family, 
they can hardly be said to be “comprehensive” or even inclusive. At best it 
can be said that Federal credits under the FHA program are being employed 
for the upper rather than the lower ranks of wage earners. Justification for the 
vast Government assistance now being extended would be greater if lower levels 
among the income groups were to be included as beneficiaries of Government 
mortgage aid. The proposal outlined is intended to suggest a move in that 
direction. 


Mr. Ratns. We have these gentlemen down in the order they re- 
quested to testify. The first one is the Honorable William S. Moor- 
head, of Pennsylvania. 

Come around, Bill, we are glad to have you. We have heard some 
talk about a bill you introduced, so you may go ahead and proceed. 


STATEMENT OF HON. WILLIAM S. MOORHEAD, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Moorneap. Thank you, Mr. Chairman, I appreciate you taking 
the time of your committee to hear me on these bills that I have 
introduced. 

I have a formal statement which I would like to submit for the 
record. 

Mr. Rarns. It will be included in the record, and you may proceed. 
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(The complete statement of Congressman Moorhead is as follows :) 


STATEMENT OF Hon. WILLIAM S. MOoRHEAD, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF PENNSYLVANIA 


On H.R. 12180, a Housing Conservation Act to foster the rehabilitation, con- 
servation, and prevention of deterioration of housing in older neighborhoods 


and 


On H.R. 11864 and H R. 12203 to relieve hardship upon families and small busi- 
ness displaced by urban renewal, to assist them in finding and financing new 
housing or business properties and to encourage their relocation in the renewed 
areas wherever practicable 


Mr. Chairman, thank you for taking time from the crowded schedule of your 
Housing Subcommittee to hear me today on certain bills I have introduced which 
could be incorporated into a new omnibus housing bill as amendments to existing 
Federal housing legislation. 

In so testifying, my thoughts go back to what I think was a very appropriate 
comment made by a friend of mine from my district in Pittsburgh after attend- 
ing a hearing of this subcommittee with me in my very first days in Congress 
last year. 

My friend was impressed with your work, Mr. Chairman. He thought it a 
demonstration of legislative thinking of the widest scope and vision when a 
Representative from an Alabama district of farms and small towns exercized 
vigorous leadership in working for legislative machinery to help solve the vast 
and complex housing and urban renewal problems of our metropolitan areas, 
My friend was right, because in meeting the problems of our vast metropolitan 
areas in which so many of our people now live, we are strengthening the social, 
economic, and cultural fabric of the entire Nation. 

This subcommittee has demonstrated again and again by its constructive work 
that it agrees with this thesis. 

For this reason, then, I welcome the opportunity to testify before you con- 
cerning my bills, H.R. 12180, 12203, and 11864. Now that you are considering 
the components of a new omnibus housing bill, I wish to direct your attention 
to two main points in the housing and urban renewal field. 

My first point is that it is far more economical to prevent the development 
of slums than it is to spend hundreds of millions of dollars in clearing away 
slums once they have been created. We save dollars by doing so but, of more 
incalculable value, we save millions of our people untold misery. Therefore, we 
in Congress must take every feasible step to promote the rehabilitation and con- 
servation of our older neighborhoods. This is the basic purpose of my bill, H.R. 
12180, called the Housing Conservation Act of 1960. 

My second point concerns those areas actually designated for urban renewal 
projects. It is good business to keep small business in business in renewed areas 
just as it is good urban planning to keep people there. Therefore, we must 
minimize the hardship of small business and families forced to move as the 
result of urban renewal and help them, whenever possible, to resettle in their 
familiar neighborhoods once these neighborhoods have been renewed. These are 
the basic purposes of H.R. 11864 and of H.R. 12208, which is identical to H.R. 
12152, introduced by the chairman of this subcommittee. 

The accomplishment of these two goals, which I consider important to millions 
of residents of cities and towns of all sizes, was the reason for the introduction 
of the bills to which I have referred. 

In doing so, I have kept the chairman and the able subcommittee staff fully 
informed. Thus, you are familiar with the technical details of these amend- 
ments. To conserve time then, I will confine myself to a few underlying concepts 
involved in these proposals and in the new approach I feel we must take in meet- 
ing housing and urban renewal needs. 

Combined under the Housing Conservation Act, H.R. 12180, I introduced cer- 
tain amendments to both the National Housing Act and the Housing Act of 1949 
to enable the time-tested machinery of the Federal Housing Administration and 
the Federal National Mortgage Association to be used more effectively in foster- 
ing rehabilitation and conservation of housing in older neighborhoods. 

As this committee well knows, section 203 of title II of the National Housing 
Act as amended is really the workhorse section of the FHA program as that 
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program is known to most Americans. This is the section under which the FHA 
insures mortgages on single family homes. 

In recent years, however, this section has not been used nearly so effectively 
in older in-city neighborhoods as it has in our new suburbs. 

Both private lenders and FHA appraisers, using a conservative standard of 
economic soundness, have grown increasingly reluctant about approving mort- 
gages on houses in older neighborhoods. 

Seeing signs of decline in a neighborhood, they take a dim view of its future. 
This results in all too many instances where the FHA will approve an $8,000 
mortgage on a particular property this year, whereas it would have approved 
one for $9,000 last year and $10,000 the year before. 

Such a view has one major and tragic flaw when applied to neighborhoods 
within communities for which the Housing and Home Finance Agency has ap- 
proved a workable program for the elimination of slums and blight. 

For, where a workable program has been approved, where better code enforce- 
ment and long-range plans give promise of neighborhood resurgence, the present 
“economic soundness” criterion used by the FHA is defective in that it does not 
look to the future. 

This means that community planners, on the one hand, and the FHA and pri- 
vate lenders, on the other, are often working in opposite directions. 

As the most important step, then, in fostering conservation and rehabilita- 
tion of housing in older neighborhoods, we must promote a closer harmony 
between planners who have worked out a program for a community's future 
and the FHA appraisers and private lenders. 

The most important provision of my Housing Conservation Act would attempt 
to dothis. It would work as follows: 

In older neighborhoods within a community for which the Housing and Home 
Finance Agency has approved a workable program for the elimination of slums 
and blight, the FHA, in appraising a residential property for mortgage insur- 
ance purposes, would substitute a new set of standards for the present “economic 
soundness” criterion. 

In using the new set of standards, the FHA would look to the need for main- 
taining adequate housing in older urban neighborhoods, the inability of persons 
desiring to purchase or construct homes in older neighborhoods to obtain mort- 
gage financing and to whether or not the property with respect to which the 
mortgage is to be executed is a reasonable risk in view of plans of neighborhood 
improvement. 

From a lawyer’s point of view, this is a substitution in terms of art but use 
of the reasonable risk standard in neighborhoods with workable programs would 
enable the FHA to look to the future, to the likelihood that values in older 
neighborhoods cannot only be conserved but improved if proper steps are taken. 

Of the six other provisions of my housing conservation bill, three are designed 
to make section 220 of the National Housing Act an effective instrument in the 
rehabilitation and conservation of housing in older neighborhoods. 

As you know, section 220 now covers FHA insured mortgages on rehabilita- 
tion and other types of housing within portions of a city which have been desig- 
nated as urban renewal areas. You also know that FHA mortgages executed 
under this section can be purchased by the Federal National Mortgage Associa- 
tion under its special assistance program. 

The section also makes better mortgages available to finance rehabilitation 
within urban renewal areas than elsewhere because it enables FHA to use 
replacement costs as a standard in fixing the amount of mortgage it will insure 
rather than the lower standard of appraised value. 

This section then, with certain amendments, could be a great aid in fostering 
more widespread housing conservation and rehabilitation. 

Thus, my Housing Conservation Act includes a provision making section 220 
applicable to older neighborhoods even though they do not fall within the offi- 
cially designated renewal area. 

If this provision should become law we would then have to take a next logical 
step and enable section 220 to be used as early as possible in a particular neigh- 
borhood before rehabilitation becomes unnecessarily costly. 

At present, under section 220 as applied to urban renewal areas, at least 20 
percent of any mortgage approved for insurance by the FHA must be attributable 
to the cost of rehabilitation as distinct from the cost of acquiring the property. 
At least this is the rule under which FHA currently administers section 220. 

Such a requirement is sound in theory in that it prevents section 220 from 
being used solely as a refinancing gimmick. These are instances, however, in 
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which only 10 or 15 percent of the mortgage amount could be attributable to 
rehabilitation costs, yet such early-stage rehabilitation should be undertaken. 

As a means of meeting this problem, I have included in my bill a provision 
which would enable the FHA to attribute part of the mortgage amount not only 
to actual rehabilitation costs, but also to expenses involved in conservation and 
prevention of deterioration. 

The third provision in my bill affecting section 220 is designed to encourage 
activity in the field of rehabilitation by small builders who often must operate 
with limited capital. 

Mortgages now approved for FHA insurance for rehabilitation projects can 
be given in amounts ranging up to 97 percent of replacement costs on the first 
$13,500 and 70 percent of the cost over $13,500. 

Under this rule, if a small builder were rehabilitating three properties at a 
cost of $15,000 each, the total $45,000 cost would be lumped together and he 
would get an FHA insured mortgage amounting to 97 percent of the first $13,500 
of the $45,000 total. 

I have proposed that the law be changed here to enable FHA to insure mort- 
gages in such cases of up to 97 percent of the first $13,500 and 90 percent of the 
remaining amount, rather than 70 percent. 

As a further stimulant to the rehabilitation and conservation of housing in 
older neighborhoods, I proposed two amendments relating to the special assist- 
anee functions of the Federal National Mortgage Association. 

One would authorize FNMA to spend an additional $150 million for its special 
assistance functions involving purchase of mortgages insured by the FHA on 
urban renewal housing, housing for the aged and relocation housing. 

The other change would enable FNMA to purchase up to $100 million worth 
of mortgages insured by the FHA on housing in older neighborhoods not within 
officially designated renewal areas. 

My housing conservation bill contains one final provision designed to enable 
local redevelopment authorities to take more of a lead in showing neighborhoods 
the way to rehabilitation. 

This provision would permit limited loans and grants to local redevelopment 
authorities to finance pilot rehabilitation programs in urban renewal areas. 
Such loans and grants, however, would be limited to 2 percent of the units in 
the renewal area or 50 units, whichever is less. 

Often it is the deterioration of one or two houses in the neighborhood that 
will start the entire neighborhood down the road to slum conditions. Rehabilita- 
tion of one or two houses in key locations can often provide the psychological 
spark to reverse deteriorating trends in surrounding neighborhoods. 

I place these proposals before you in the belief that millions of homes in the 
most conveniently located sections of our cities can be kept livable or restored 
to livable condition at much less cost than would be involved in the building 
of new homes. 

The second major point I wish to place before you during your deliberations 
on the omnibus housing legislation concerns actions which I believe we should 
take to minimize hardship on small business and families displaced by urban 
renewal projects. 

Relieving such hardship and enabling displaced families and firms to return 
to the renewed areas when they wish to do so are natural refinements in the 
urban renewal program. 

It is one of the best ways I know of to win even greater broad base support 
for urban renewal at the local level. I like to think of it as urban renewal with 
a heart. 

On April 21, as a first step in this direction, I introduced H.R. 11864 which 
would authorize the Small Business Administration to make loans to business- 
men to enable them to reestablish their businesses in cases where plants, stores, 
or other commercial establishments have been displaced by urban renewal 
projects. 

These loans would be made to small businessmen under the same formula 
now applicable to similar loans made to small businessmen seeking to re- 
establish themselves after floods or windstorms. These loans could be repaid 
over a 20-year period at an interest rate of 3 percent. 

A community receives no benefit from a flood or windstorm and yet the com- 
munity makes special provision for small businessmen who have been injured. 
Because a community received tremendous benefit from urban renewal, the small 
businessman who has been injured, for the good of all, should certainly receive 
special assistance, 
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On May 10, Chairman Rains introduced H.R. 12152 which included the small 
business loan concept for businessmen displaced by urban renewal but which 
also took several other logical steps important to both families and businessmen 
displaced by urban renewal. By way of showing my wholehearted support of 
this broader approach, I introduced an identical bill, H.R. 12203, on May 12. 

In addition to the relocation loans for displaced small businessmen, these 
bills would add the following refinements to the urban renewal program: 

The ceiling on relocation payments (moving expenses) to displaced families 
would be raised from its present $200 to $300. 

Instead of the rigid $3,000 ceiling on moving expenses for displaced business 
firms which is now in effect, the bills would permit payment of total certified 
actual moving expenses. The purpose of this provision is to recognize the un- 
usual instances where firms must undertake the expensive moving of heavy 
machinery and other equipment. 

Displaced business firms would be given a reasonable opportunity to relocate 
in the renewed area where feasible. 

Local redevelopment agencies would be authorized to retain a full-time reloca- 
tion specialist to assist displaced families and business concerns, the salary of 
such specialist to be paid from Federal funds under the same type regulations 
which now permit use of Federal funds for moving expenses. 

Loans would be authorized to nonprofit corporations for the construction 
of rental housing as an aid to those displaced families whose incomes are high 
enough to disqualify them from public housing but yet not quite high enough 
to enable them to obtain decent private housing. Such loans would be based 
on full replacement costs, be repayable over a period of up to 60 years, and carry 
an interest rate of 2 percent. 

These loans would be made only for housing within communities with a work- 
able program for the elimination of slums and blight, and the number of units 
which could be built would be limited to those necessary to house displaced 
lower and middle income families. 

The bills would also make certain expenditures by hospitals eligible for in- 
clusion as local grants-in-aid on the same terms as expenditures by colleges 
and universities under present urban renewal legislation. 

Thank you for hearing me so patiently. 


Mr. Moorueap. I will limit my oral presentation to touching on the 
philosophy of the bills and some of the highlights. 

Mr. Rarns. That will help us out with the time problem. 

Mr. Moorneap. Before I do that, I might say that my appearance 
here today reminds me of the first time I appeared before this sub- 
committee a year ago. At that time I had a friend from my district 
here listening, and he said that it was wonderful and a thing that 
impressed him so much that the recognized expert in the field of hous- 
ing and urban problems and problems of vast metropolitan areas was 
the chairman who comes from a district of farms and smaller towns 
and cities. 

Mr. Ratns. Well, Bill, we get assigned duties when we get up here, 
and you have to carry them out. 

Mr. Moorueap. I am here in support of three particular bills, but 
they really have two different philosophies. 

The first bill is H.R. 12180, which I have called the Housing Con- 
servation Act. It is designed to be a slum prevention bill. 

The next two are H.R. 11864 and 12203, which embody what I call 
urban renewal with a heart. 

Incidentally, H.R. 12203 is identical to H.R. 12152 introduced by 
the chairman of this subcommittee. 

Well, first, in the Housing Conservation Act, I think the main thing 
we want to stress is that slum prevention is a lot less expensive than 
slum eradication. In the suburbs and for new construction FHA has 
proved a wonderful success. However, in the older neighborhoods of 
our city, and I believe in other cities, FHA has not been a success. 
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The banks and the FHA Administrators anticipate a decline in value 
in these neighborhoods, and, hence, do not give adequate financing for 
purchasing or for rehabilitation of older housing in city neighbor- 
hoods. 

In the bills I have introduced there is also a provision permitting 
local redevelopment authorities to acquire a very limited number of 
private houses, rehabilitate them, and resell them. I think we have— 
all of us who are city people—seen neighborhoods where maybe one 
or two key houses start to deteriorate. The porch starts to fall off, 
and it creates a psychological condition in the neighborhood so that 
nobody else wants to rehabilitate his housing. If we could take those 
key houses and bring them up to standard I think it might inspire 
some others to rehabilitate who otherwise would let their property go. 

The second bills that I would like to discuss deal with urban re- 
newal. I think all of us would agree that urban renewal has been 
a success over the years, but it is a new program and, naturally, there 
are things we would like to straighten out about it, particularly as 
we move away from the worst slum areas into areas where there is 
good housing and maybe good businesses, but we have to have a plan- 
ning of complete redevelopment, we find there are a lot of individuals 
who get hurt for the good of the community as a whole, and I am con- 
cerned that if we hurt too many individuals, the individuals will begin 
to oppose urban renewal, and that the whole program will be ham- 
pered as a result of it, so that I think we should take every step that 
we possibly can to reduce the harm to the individual, or to give him 
some additional compensation. 

Now, in the bills that I have introduced there are several such 
thoughts, but I want to call particularly to the committee’s attention 
the bill which would provide for Small Business Administration loans 
to small businesses displaced by urban renewal. It is my proposal 
that the Small Business Administration, which gives 20-year, 3-per- 
cent-interest loans to small businesses which have been damaged by 
floods or hurricanes, should be applied to small businesses displaced 
by urban renewal projects. 

Mr. Rarns. And you would apply that to any governmental action 
such as highway and others, would you not? 

Mr. Moorneap. I would. It isn’t covered in the legislation, but I 
think under the philosophy that it should be covered. 

Whenever the community as a whole receives a benefit by the injury 
to an individual, by governmental action 

Mr. Rarns. I think it should include both. 

Mr. Moorneap. Yes, Mr. Chairman, I think it should, and that 
philosophy should be expanded beyond the flood and hurricane dam- 
age where the community receives no benefit. Where the community 
does receive benefits the community should contribute. Those are the 
bills that I am particularly supporting, and I ask leave to submit my 
formal statement for the record. 

Mr. Rains. Well, that is a good statement, Bill, and I don’t know 
what we can bring out, but right along that line something needs to 
be done as you so well have said, and we hope we can at least make a 
step forward in trying to alleviate it. 

I couldn’t agree with you more because all you have to do is listen 
to the Members of the Congress. You have to do something to elimi- 
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nate some of these slings and arrows of outrageous fortune for these 
people who get displaced by governmental action of all types. 

Mr. Apponizio. I was just going to refer to the provisions of the 
60-year, 2-percent loans for families displaced. 

Mr. Moorneap. Yes; that is right. 

Mr. Rarns. Our next witness is Henry Reuss of Wisconsin. 

Will you come around, Henry. 

Mr. Reuss. Thank you, Mr. Chairman. 

Mr. Rarns. You may proceed as you see fit. 


STATEMENT OF HON. HENRY S. REUSS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Reuss. I would like the Chair’s permission to present a compre- 
hensive mimeographed statement, and then to proceed briefly. 

Mr. Ratns. That will be included in the record, and you may 
proceed. 

(The complete statement of Congressman Reuss is as follows :) 


STATEMENT OF Hon. HENRY S. REuSS, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF WISCONSIN 


Mr. Chairman, I deeply appreciate the opportunity to testify before the Hous- 
ing Subcommittee of the House Committee on Banking and Currency in behalf 
of IL.R. 9782, a bill to amend the National Housing Act to establish a new pro- 
gram of mortgage insurance designed to assist the financing of residential hous- 
ing located in older urban neighborhoods. 

Federal housing legislation now on the books, since World War II, has fos- 
tered the construction of millions of new homes in thousands of new subdivi- 
sions. Countless American families have been enabled to buy or build new 
houses in new areas with a reasonable downpayment and at reasonable rates of 
interest. 

But the benefits of FHA mortgage insurance have not been available to the 
many persons who would like to buy an older home or build a new home in 
older neighborhoods of our cities. Today's purchaser of an older home in an 
older area is frequently forced to come up with a downpayment of 40 to 50 
percent of the purchase price, compared to 10 percent or less on an FHA-in- 
sured new home. Further, the purchaser may have to pay an interest rate above 
the top FHA rate, which further discourages homeownership. Thus many 
prospective purchasers of older homes are blocked by today’s financing terms. 

H.R. 9782 would amend the basic housing law, which now restricts FHA mort- 
gage insurance to areas determined by the FHA to be areas of economic sound- 
ness. H.R. 9782 authorizes the FHA Commissioner to insure mortgages on 
residential property in older urban neighborhoods “upon a finding that the prop- 
erty is a reasonable risk, giving consideration to the need for maintaining ade- 
quate housing in older urban neighborhoods and to the inability of persons de- 
siring to purchase or construct homes in such neighborhoods to obtain mortgage 
financing.” The bill also authorizes the Federal National Mortgage Associ- 
ation to commit up to $100 million for FHA-insured mortgages on housing in 
older urban areas. 

The need for some help for the older areas of our cities is the central point of 
that remarkable recent book, “The Exploding Metropolis,” by the editors of For- 
tune. Let me quote from the book: 

“If the city is to hold the middle class, a vigorous subsidy program is the 
only solution. There would be simple justice in it. The middle-income group, 
after all, is about the only group in America whose housing has not been sub- 
sidized. There is public housing for low-income people, and for high income 
people there are the FHA’s indirect subsidies to suburbia. Ironically, the great 
body of people who work for the city government—and the Federal Govern- 
ment, too, for that matter—are given the least help of all. At the present 
time a big subsidy program is unlikely, but over the long run an urban-renewal 
program that rewards only the poorest and the richest may itself become po- 
litically unrealistic” (p. 6). 
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And again: 

“The city, in short, has a tremendous opportunity. The next few years will be 
critical. The fact that the potential market will be increasing won't mean 
anything unless there is a great deal more—and much better—housing to attract 
the market. To sum up: 

“The Federal Government, for its part, has to show much more understand- 
ing of the city’s unique housing problems. Quite aside from the debatable issue 
of how much money it should give cities for urban renewal, what it does have 
to give must be offered without the redfape that has helped keep redevelop- 
ment bogged down. It also needs to overhaul the discriminatory rules by which 
its housing program has been encouraging private investment in suburbia and 
discouraging it in the city” (p. 30-81). 

Here are some of the reasons for the enactment of H.R. 9782: 

1. It would give some stability to older neighborhoods. Homeownership keeps 
up existing neighborhoods, and prevents their deteriorating into slums. If we 
can make homeownership available to more families in these older areas, they 
will have an incentive to improve their homes, inside and out. High downpay- 
ments, if they do not chill the purchase of a home altogether, use up so much 
of the purchaser’s savings that there is nothing left for rehabilitation or resto- 
ration. The Federal Government can help American cities fight the spread of 
blight, and improve their tax base, by extending FHA mortgage insurance to 
homes in older areas. 

2. It would improve the values of existing homes in older areas, by widening 
greatly the number of people able to purchase them, and hence widening the 
market. This will result in an improved tax base, and thus aid the fiscal sol- 
vency of our cities. 

3. By making homeownership more possible in the central areas of our cities, 
it would impede the growth of slums. If it is difficult or impossible for an 
average family to purchase a home in the central core of the city, because of 
the high downpayment required, this tends to mean that the only persons able 
to purchase such dwellings are persons who intend to cut them up into apart- 
ments for rental, surely one of the contributing factors of our slums. The 
Dayton Ohio Daily News, in an editorial of January 22, 1960, very clearly makes 
this point : 

“CITY EXODUS—FLIGHT OR PUSH? 


“Pointing with alarm at the national crisis being generated by urban sprawl 
has become fashionable. Rare, however, are those who offer a solution. 

“Representative Henry S. Reuss (Democrat, Wisconsin) strikes a refreshingly 
positive note when he urges a Federal mortgage program for buying or building 
homes in older urban centers. 

“Much of what has been described as a flight to the suburbs is not so much a 
flight as a push. Residents have been pushed out by Government credit par- 
tinlity toward new suburban homes, and Representative Reuss’ bill is aimed 
at this inequity. 

“As the prospective home buyer shops around, he discovers that he cannot get 
an FHA loan or a reasonable downpayment agreement for the house he would 
like to have fairly close to town, even though it is substantial and not very old. 

“Out along the overextended highways and utility lines, however, the Govern- 
ment-insured interest rates and low downpayments make homes in new sub- 
divisions financially attractive. City population is lured away from the central 
city. 

“Because new homes (except those in older sections) are so markedly favored 
over old homes, the metropolitan population is scattered in uneconomic land 
patterns. Good recreation and farm land is gobbled up unnecessarily. Central 
facilities and services are used less intensively. 

“Builders, meanwhile, have no incentive to erect homes in vacant city sites. 
Owners of city dwellings also face a dilemma. If they must move, they seldom 
‘an find a family that can afford the terms. They turn instead to investors who 
eon afford high initial cost and who then crowd in as many tenants as the space 
and law permit. 

“The Reuss bill would eliminate a special class of privileged home owners and 
builders. It also would remove one of the basic economic causes of urban sprawl 
and housing blight.” 

4. It would assist older people, who are frequently forced to live in a large 
house in older section of the city longer than they would like to because of the 
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difficulty of finding a buyer. The following letter from a citizen of Akron, Ohio, 
well illustrates this point: 

“Representative HENRY 8S. Reuss, 

“Wisconsin Democrat. 

“DEAR Sirs: First, I am a stanch Republican—but this notice in the newspaper 
concerning a bill to establish a new F.H.A. mortgage insurance program to aid 
in buying or building homes in older areas would certainly be a godsend to many 
older folk—many are living in large old homes, maintaining them, and using 
money that they need for medicine and other care—if they were able to get the 
money out of their homes, which they haven’t any use for anymore. 

“Then, too, personally, I have known of many young couples who desire these 
homes that have enough bedroom and larger quarters for growing families, but 
have been forced to buy only the new small two-bedroom houses because loans 
were only possible on new homes. May I congratulate you on this effort, which 
is certainly worthy of every consideration.” 

“5. It would be particularly helpful to the person with a large family, who 
needs the kind of large house that can still be found within our cities. A $5,000 
or more downpayment frequently prevents acquisition of such a home by large 
families at present. 

“6. It would help minority groups, who tend to live within the central city, 
whether by wish or by restrictive practices. Finding the money for a large 
downpayment is a principal handicap to homeownership by these groups today. 

“The omnibus housing bill before your committee can do the job it has to do 
only if it includes a provision which will help prospective homeowners in the 
older portions of our cities. H.R. 9782 aims to do just that.” 

Mr. Reuss. I was interested to sit here and hear not only my friend 
Bill Moorhead, but also the representative of Americans for Demo- 
cratic Action making essentially the same point that I wish to make; 
namely, that the housing laws we have had in effect for the past 15 
years, or so, while they at least try to do something for the lowest in- 
come group via public housing, and for the higher income groups via 
new housing in the suburbs, have not done anything very appreciable 
for the great mass of people who live in our cities, and I am talking 
not only about Milwaukee, Newark, Detroit, and St. Louis, but also 
Gadsden in this connection, because I think this occurs in small as 
well as in large cities. 

Briefly, the bill that I introduced after consultation with our ex- 
cellent Banking and Currency Committee staff some months ago, and 
which I urged your subcommittee to include in the omnibus bill you are 
now working on 

Mr. Rats. I should say to you, Henry, that that bill as introduced 
did not mean to exclude any other bills that had been introduced, 
and we made the statement that all of the bills that had been intro- 
duced would be considered by us, and they will be. 

Mr. Revss. I deeply appreciate the committee’s usual fairness. 

H.R. 9782, my bill, simply does this: Under existing law FHA 
loans can only be made in areas where the FHA finds there is “eco- 
nomic soundness.” This by and large means either new suburbs or 
upper income parts of our existing cities. 

My bill would take out those words “economic soundness,” and _in- 
stead allow the FHA commissioner to insure loans in older urban 
neighborhoods upon a finding that the property is “a reasonable risk, 
giving consideration to the need for maintaining adequate housing 
in older urban neighborhoods, and to the inability of persons desiring 
to purchase or construct homes in such neighborhoods to obtain mort- 
gage financing.” And it would back up Fannie Mae with a hundred 
million dollar commitment. 
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It is interesting that we just heard the ADA, an organization which 
we hear newspaper reporters say falls somewhere on the left, tell us 
that the great troublt with cities is that very little is done to encour- 
age homeownership in gray areas, in areas that are somewhere be- 
tween a slum and a luxury area. One of the texts that I have cited 
in my statement, and I call your attention to it on page 2, is none 
other than that remarkable book by the editors of Time, Life, and 
Fortune, the Henry Luce papers. That book was called “The Ex- 
ploding Metropolis,” and their conclusion, almost the whole point 
of the book, is that if the city is to hold the middle class, it cannot 
just have public housing for the very lowest income people, and it 
‘annot just pursue a policy of subsidizing new homes in the new 
suburbs, but, so say the Luce men, over the long run an urban renewal 
program that rewards only the poorest and the richest may itself 
become politically unrealistic. And then they go on to say that the 
city has a tremendous opportunity. The next few years will be 
critical. 

The Federal Government for its part has to show much more understanding of 
the cities’ unique housing problems. It needs to overhaul the discriminatory 
rules by which its housing program has been encouraging private investment in 
suburbs and discouraging it in the city. 

The bill that I am proposing exactly meets the point raised not only 
by Time, Life, and Fortune, but by the Americans for Democratic 
Action. 

Mr. Ratns. Since you are a scholar, I suggest that you read an- 
other book which goes a little further and carries it out a little better. 
I don’t remember the name of the man who wrote it, but the title of 
the book is “The Housing Jungle and Your Tax Dollar.” It is writ- 
ten by a man in Cleveland, by a man who has been doing a lot of 
things about clearing out and helping to get homeownership, and 
it is quite amazing to hear him tell the story of how FHA instead of 
helping, in many instances hurt. 

A copy was sent to me and I believe it is by someone named Stevens. 
It follows right in line with what you are talking about, Henry. 

Mr. Reuss. I will, Mr. Chairman, and I thank you for calling it 
to my attention. I have made a note of it. 

Legislation like what we are here talking about is realistic. It 
doesn’t suggest a no-interest-rate policy, or even a low-interest-rate 
policy. It simply says that we should do to the central city, under 
FHA, that which we have done for the last 15 years to the suburbs. 

Among the things which I believe this bill, properly and sincerely 
carried out, would do are the following: 

First of all, it would tend to conserve older neighborhoods. Why 
is thisso? Well, I don’t have to tell this committee that homeowner- 
ship gives the citizen of Toledo or Pittsburgh or Newark an incentive 
to keep up his home. If he can buy a home without paying the $5,000 
downpayment which he pretty much has to pay in a non-FHA situa- 
tion, he can then take that money, which he doesn’t have to plunk down 
for his downpayment, and do an initial rehabilitation or conservation 
job on his home. 

Secondly, and here we get into the problem of your tax dollar which 
evidently, concerns Mr. Stephens of Cleveland, Mr. Chairman; sec- 
ondly, enactment of this bill would improve the values of existing 
homes in the so-called gray areas of our cities. 
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Why is that so? Well, obviously, if you permit FHA financing, 
and thus a low downpayment, 5 or 10 percent instead of 50 percent, 
you enormously expand the number of people who can afford to buy 
a home, and when you do that you get a better price for those homes. 
The market value goes up, as indeed it should, and when the market 
value goes up then the cities, which are terribly distressed about their 
property tax base on which their very existence depends, will have 
a better property tax base, because it will have more values on the 
tax rolls. 

Thirdly, enactment of this bill would impede the growth of slums, 
in addition to the conservation point I have already made. What hap- 
pens when somebody in the center of the city, the gray area, decides to 
sell a home? He finds that the number of people who can afford to 
buy that home to use as a residential home is pretty limited. Hence, 
it is likely to end up in the hands of someone who is going to slum 
up that home by subdividing it into five or six or seven slum or semi- 
slum apartments. 

I don’t have to tell this subcommittee about the horrible examples 
over the years of milking these properties, how a $6,000 home occasion- 
ally yields that much in rents per year. 

Now, we aren't sitting here to be vindictive and to put people out 
of business, but the best way, it seems to me, to make the slum land- 
lord a relic rather than a reality is to provide the vehicle for adequate 
homeownership. 

I have quoted an editorial from the Dayton, Ohio, Daily News, I 
might add, a Republican paper, making just this point, that is on 
page 3 of my statement. 

Fourth, this bill would be a real boon for old people. I have in- 
cluded in my statement a remarkable letter from just such an older 
person. He styles himself a stanch Republican, but I suspect he is 
about to vote Democratic because he heartily endorses at least the goa] 
of this bill, and what he says happens is this: So many old people i in 
the grey areas of our city live in a big old house. Their children have 
married and moved out. They clank around in a house that is too 
big for them. They know there is a desperate need for such housing 
by young families who are acquiring a larger family and cannot live 
any more in a two-bedroom suburban home, yet because those young 
families with more and more children don’t have the financial ability 
to plank down $5,000 or so for a downpayment, the people who need 
the houses don’t get the houses, and the people who live in them and 
who would be much happier in a small apartment someplace, can’t 
get rid of them because they cannot get an adequate market price, 
and the letter I set forth on pages 3 and 4 of my statement very 
poignantly points that out. 

inally, of course, it would obviously help minority groups, Negroes, 
and Puerto Ricans who are among the leading slum clients of our 
Nation. These people very often find it impossible to get out of the 
central part of the city. 

Well, various remedies have been suggested for that, but I would 
say one way to come to grips with it is to enable these people to buy 
decent homes, to attain homeownership, in the part of the city where 
they want to live. I cannot think of a better w ay of stopping slums 
before they ever get started than to give people the great incentive 
of homeownership. 
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Accordingly, I know that this subcommittee has been considering 
this problem and worrying about this problem for many years. I 
have looked at your hearings as far back as 1955 in which you have 
considered it, and I am not under the illusion that I am coming in 
here and telling your committee anything new. I would very much 
hope, however, that in this year’s omnibus bill, and from what I 
have seen of it, it is going to be a great bill, a bill that I am going to 
be wanting to support very heartily on the full committee, I would 
hope that in this omnibus bill you can include something like the 
provisions of H.R. 9782. 

Mr. Rains. Well, you make a very good statement, as usual, and for 
my part I assure you that we will be more than glad to look into it. 

What you are actually proposing is to stop FHA from being an 
insurance company only and to have them insure loans other than 
those a banker would make which I think we all have to admit would 
be the original intent and purpose of FHA even though they have 
gotten away from it. Today they are kind of a hard-crusted insur- 
ance agency looking for loans on which there is no possibility of loss, 
and I sometimes wonder about the harshness of some of their re- 
quirements. 

You made a very good statement, and we will certainly look into it. 

Mr. Reuss. I would say, Mr. Chairman, I am not really advocat- 
ing FHA’s doing anything that an aggressive banker wouldn’t want 
to do. I happen to have some banking blood in my veins myself, and 
I know many banks which are willing to pursue the policy of a rea- 
sonable risk, which is all I ask FHA to do. 

Mr. Rains. A reasonable risk loan. 

Mr. Reuss. Yes, but not deliberately to exclude the two-thirds of 
the Nation that doesn’t live in the suburbs. 

Mr. Rains. Thank you. 

Mr. Apponizio. I didn’t quite understand the financing terms of 
your bill. 

Mr. Revss. This bill would simply extend the regular FHA title 
203 insurance, on either a new home being built or on an existing 
home someone is buying, probably more of the latter than the former, 
it would simply extend the regular FHA insurance principle to both 
those homes and nudge the FHA, tell them that it is the policy of 
Congress that they aren’t to be solely a new-home-in-the-suburbs 
agency. 

Mr. Apponizio. The only reason they are ruled out is on the basis 
of economic soundness. 

Mr. Reuss. Those are the words in the present law, and those are 
the words are FHA relies upon for its de facto policy: “We wont’ 
insure a loan on a house in a perfectly decent older area of a city.” 

Mr. Apponizi1o. In other words, these people are forced to go to 
the private market for funds, and they have to have a tremendous 
downpayment, and so forth. 

Mr. Reuss. That is correct, and the private market says, why 
should we help John Citizen with a loan in this particular area of 
the town when FHA will insure one out in the suburbs. Therefore, 
the whole structure gets warped in the direction of higher and higher 
downpayments. It may well be that you need a little nudge to FHA, 
more than a policy declaration, and for that reason I have in here a 
modest amount of Fannie Mae backup, $100 million. 
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You and your colleagues well know in the case of minority housing, 
in the case of cooperative housing, the Fannie Mae backup has proved 
a necessary goad to get the FHA into doing the job that Congress 
wants it to do. 

Mr. Apponizi1o. Actually, if the situation continues as it is we will 
be faced with a lot of second mortgages, also. 

Mr. Reuss. Yes, though the Fannie Mae backup is designed to 
alleviate that. 

Mr. Apponiz1o. Thank you. 

Mr. Rarns. Any questions? Mrs. Sullivan? 

Mrs. Sutitvan. No, I just wondered why we haven’t done it before. 

Mr. Ratns. Well, I am sure that sounds good to Mr. Reuss. 

Mr. Reuss. Halleujah, Mrs. Sullivan. 

Mr. Asutry. I am just wondering, aren’t you a little afraid of 
availability of funds? One hundred million dollars isn’t going to 
carry it very far, and then you will get right down to the same prob- 
lem that we have with the basic FHA program which is availability 
of money, because all it does is insure but who is going to want to 
get in with 534 percent money on an old home loan ? 

Mr. Reuss. I would think this, Mr. Ashby. As the gentleman 
knows, I am a believer in an adequate money supply and reasonable 
interest rates. I think that the Federal Reserve System and the ad- 
ministration in the last 4 or 5 years have been much too niggardly in 
the supply of credit for the entire economy, in which housing, of 
course, is just one use. 

I think you are quite right in saying fundamentally a larger addi- 
tion to the monetary supply than has been made in recent years must 
be made by the Federal Reserve System in order to satisfy the grow- 
ing credit needs of an expanding economy. 

However, you could have the kind of reforms in the Federal Re- 
serve System which I and others have been urging for some years and 
still have FNMA pursue a niggardly and suburb-oriented policy. 

I think you need tell FNMA and FHA right at the present time, 
when there is scarce credit, that they should do something about this 
problem of central city homeownership. If the $100 million is shortly 
exhausted and then there is an end to this program, I would say, 
well, that is inherent in the general monetary pattern of the country, 
and you will have to do something about that. 

Mr. Asuuiry. I would agree with you and certainly say if there 
weren’t a vast increase in the supply of credit particularly for housing, 
that the discount situation which has become pretty critical already 
even in the new housing field would, it seems to me, become a terrible 
thing when applied to the program that you suggest. 

Mr. Reuss. That is so, and the only cure in the long run for the 
system of discounting or the system which makes it attractive to dis- 
count is a more adequate supply of housing credit. That is the funda- 
mental thing. That is beyond the immediate jurisdiction of the hous- 
ing subcommittee. I sometimes think that our parent committee, 
being true to its name of “Banking and Currency,” might devote more 
time to the problem than it does, but that is another story. 

Mrs. Grirrirus. Mr. Chairman. 

Mr. Rarns. Mrs. Griffiths. 
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Mrs. GrirFitHs. Would you say that FHA and FNMA are not just 
suburb-oriented, they are builder-oriented as opposed to homeowner- 
ship orientation ? 

Mr. Reuss. That is true. I don’t know the exact percentage of 
FHA mortgages which relate to new structures, rather than to exist- 
ing structures, but I believe it to be very high and as far as I am con- 
cerned, a secondhand home is a perfectly good home for American 
people. That is about all I have ever lived in, and it works out fine. 
I don’t think that we should look down the side of our nose at existing 
homes and say that they are not entitled to the kind of help which we 
have given new homes. 

Mr. Rains. Thank you, Henry, very much. We appreciate your 
testimony. 

The next witness is our colleague, the Honorable Frank Burke of 
Kentucky. Come around Frank. We are glad to have you and you 
may proceed, 


STATEMENT OF HON. FRANK W. BURKE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Burke. Mr. Chairman, I appreciate the opportunity to be 
here. I have filed with the clerk a copy of the statement which I 
ask to be filed in the record. 

Mr. Rarns. It will be included in the record. 

(The statement submitted by Mr. Burke is as follows :) 


STATEMENT OF HON. FRANK W. BURKE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF KENTUCKY 


This proposed bill is to amend title I of the Housing Act of 1949 to extend 
authority to the Housing and Home Finance Administrator to make advances 
for general neighborhood renewal plans under the slum clearance and urban 
renewal program, and to permit the inclusion in an urban renewal area of 
more adequate provisions for the conservation of structures which can be 
reconstructed and/or rehabilitated. 

This, of course, is the title of H.R. 11069, but in my opinion these proposals 
encompass a much greater scope of improvements in certain sections of the 
Housing Act of 1949 as amended. It is intended further to expedite the pro- 
gram, and to approach more closely the intent of the Housing Act of 1949 as 
amended. Let me discuss briefly each of the suggested amendments. 

The present law provides, under the general neighborhood renewal plan, 
that a locality may undertake a general neighborhood renewal project (GNRP) 
if it will agree: (1) to undertake immediately following the completion of the 
planning of the GNRP, at least 10 percent of the total area as its first project 
within the general neighborhood renewal program, and (2) that it further 
agrees that it is feasible to complete the general neighborhood renewal pro- 
gram within a 10-year period. 

It is demonstrable from general experience under the law that workability 
requires amendment. I shall use as an example the program with which I am 
most familiar—that is, the program which is now being undertaken in my home- 
town of Louisville. I hasten to add that I have reason to believe that the exam- 
ple is typical. Louisville is undertaking three projects—one, a 149-acre project 
on the western side of the city, and two downtown projects, one on the eastern 
side of the central business district and the other lying on the western side 
of the central business district. 

The two downtown projects present extremely difficult undertakings. Because 
of their proximity to the central business district, the high concentration of 
blight and high density of land use, these two urban renewal projects demon- 
strate in application the unrealistic terms of the present law. To expect to 
plan, clear, rehabilitate and rebuild projects like these in less time than 10 years 
would be so unrealistic as to approach folly. 
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During the last few years the emphasis in urban renewal has been upon the 
broad approach to urban renewal problems. The Housing Act of 1954 was 
aimed at the broad approach to urban renewal. This broad approach to urban 
renewal in specific project development means not neighborhood development, 
but total community development. Most of the communities and neighborhoods 
which suffer from decay and blight, and have dire need of this development, 
are those which lie adjacent to and surrounding our central business districts, 
and choke off the very lifeblood of these central business districts. 

These areas generally also are, as the programs in my hometown, the 
areas of the heaviest concentration of buildings and of people, and are time- 
consuming programs at the very best. The attempt to undertake this type of 
program under the present law, and to say that it can be done within a ten-year 
period, is misleading and completely without foundation. 

When the GNRP law was first enacted in 1954, at that time and with the 
thinking of that time, it was adequate law. But, as has been stated in 
reports of study after study on the urban blight problem in our country, the 
blight in our cities, with their exploding population, is increasing much faster 
than the present program is eliminating it. 

Therefore, I recommend that a new approach be taken to the conquest of urban 
blight—a realistic broadening of the scope of the program, an increase in its 
efficiency through the GNRP, so that we can gear our elimination of blight more 
closely to the ratio of the growth of blight. In an effort to approach the solu- 
tion to this problem, I am strongly recommending that consideration be given 
to the adoption of the proposed amendments to the GNRP program by increas- 
ing the time limit stated in the program of 20 years in lieu of the present 
10-year maximum, and that the immediate required project area to be under- 
taken be reduced from 10 percent to 5 percent. 

Next, let me discuss the second proposed change made in H.R. 11069, that 
being the authorization, after necessary qualifications, for a Local Public Agency 
to undertake the actual physical rehabilitation of buildings that are basically 
seound and for which rehabilitation is feasible financially as well as in all other 
respects. 

The Urban Renewal Administration has, in recent vears, recommended strongly 
to local public agencies, and to cities, rehabilitation as a tool for blight preven- 
tion and blight correction. I agree wholeheartedly with the Urban Renewal 
Administrator in this matter, but there must be complete rehabilitation, com- 
plete reconstruction and rejuvenation of buildings that are now in proper use 
and can remain in use for a goodly number of years. There is much to recom- 
mend stage rehabilitation, in areas where the use is destined to change, but 
where clearance and removal of blighted buildings is not feasible at the present 
time because of the status of marketability of the land in relation to the growth 
trend of a community. I believe that the Urban Renewal Adminisrator will 
agree that, so far, the rehabilitation program has been somewhat less than 
completely workable. 

Let us consider a hypotethical case of a building with ten rental units. The 
building itself is basically sound and rehabilitatable, but the units in their 
present condition are uninhabitable because of their blighted condition. The 
local public agency encounters this building in an urban renewal] project and 
finds the use is proper and in keeping with the plan. So, with anticipation, 
the local public agency approaches the owner and attempts to convince him 
that it would be proper and profitable for him to rehabilitate this structure— 
not in keeping with a minimum code requirement, but in keeping with a more 
strenuous code which has been developed in an effort to get all buildings within 
the area up to a maximum standard so that those buildings remaining within a 
project area will not in any way be detrimental to new construction, or make 
the properties that have to be reconstructed less desirable to the redeveloper. 
After using every method available to it, the local public agency is still unable 
to convince the owner that rehabilitation of his building is the proper thing 
to do. 

Under the present law, the local public agency has the right to acquire this 
property and to attempt to sell the property on a restricted market under ad- 
verse sales conditions, with the stipulation that any buyer must be willing to 
spend a considerable amount of money for the rehabilitation of this building 
with its 10 units. Such rehabilitation is feasible, and this can be proven by 
the local public agency, but the psychological effect on a buyer, asked to pay 
the market price for a substandard building with the understanding that he 
must proceed immediately to spend additional money on this property before 
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it can be occupied, makes the desirability of purchase of this property very low. 
So the local public agency must, in the majority of such cases, take a loss if it 
continues to force the resale of this building. 

If the local public agency cannot sell the property at a loss, and no one is 
willing to rehabilitate the property, then the local public agency must neces- 
sarily resort to the only avenue left for the elimination of the blight attributable 
to this building—and that is demolition. This creates a tremendous waste of 
basically sound, rehabilitatable buildings. It causes a waste of taxpayers’ 
money, both local and Federal. It creates an ill feeling toward the project in 
which this 10-unit building exists, because the general public realizes that this 
building is basically sound. 

Because of the above facts, I strongly recommend the inclusion in the 1960 
Housing Act of the portion of H.R. 11069 which would allow the local public 
agency, in the case of the above hypothetical building and other like buildings 
to, first attempt to get the owner to rehabilitate; if this is unsuccessful, the local 
public agency will acquire the building and attempt to sell it at its fair market 
value in its present condition for the purpose of rehabilitation; and if this is 
unsuccessful, the local public agency would then be authorized to undertake the 
rehabilitation itself by contracts awarded through public bidding procedures. 
After the rehabilitation is completed, the local public agency will put the build- 
ing back on the market for resale to the general public in its rehabilitated con- 
dition. Such rehabilitation of a building by the local public agency would be 
done, of course, by the preparation of plans and the receiving of bids by the 
local public agency. 

This will eliminate completely the necessity of demolishing buildings which 
are basically sound and have left in them a good many years of active life; will 
decrease the cost of a rehabilitation project; keep in use housing which is now 
being unnecessarily eliminated ; and make the rehabilitation and renewal of areas 
possible on a broader seale. 

The third change which would be brought about by H.R. 11069 is one which 
concerns me and, I think, concerns others very deeply. It is a matter which 
takes into account and brings to our realization that urban renewal, and the 
development of urban renewal projects, is not merely a question of brick and 
mortar, city planning, the elimination of broken windows and decayed window 
sills, the leveling to the ground of unsafe brick walls and firetraps, the elimina- 
tion of rodents and disease, as well as the elimination of the breeding place of 
crime and disease, which are costing our cities such tremendous amounts through 
the expenditures of local tax dollars for social service—it brings us to the 
realization that urban renewal, as well as the other things I have just men- 
tioned, is a project or program of people, the people who are now living in slums 
and blighted areas around our country. 

The urban renewal program, since its inception, has relocated from projects 
around the country, low-income, substandard families which number into the 
thousands. And yet in all this time no effort has been made to increase the 
social understanding and the social education of these people who have such 
dire need of a better understanding of living in a modern and fast-moving 
world. In an urban renewal project, before a property is cleared and demolished, 
it is necessary that the family be—as is commonly termed in the program— 
“relocated”. The law requires that a feasible, workable program of relocation 
be a prerequisite of any project. It recognizes that the moving of these families 
from one place to another creates a financial hardship on families that are 
already suffering from inadequate incomes. The law further recognizes that, 
in moving these families, it is necessary and proper that they should not be 
considered relocated until they are located in a house that is standard in all 
respects, is within the income of the families, and is adequate to meet their 
special needs in accordance with national standards. It further recognizes and 
gives them preferences in public housing projects in the cities in which they 
are being relocated. 

This is all good. I think it is commendable that we have given thought and 
have attempted to do something to help the human side of urban renewal. 
But I think that the human side of urban renewal is a portion of the program 
where we are far behind what is needed to be done, and where we are lacking 
possibly in the greatest phase of the entire program. 

When we relocate one of these families from a substandard house to a 
standard house, the local public agency sends out one of its inspectors to check 
the property for standardness and ability to meet the family’s needs, backs up 
the moving truck to the door and moevs them from the substandard to the 
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standard house, moves them in and gets their furniture replaced, and pays the 
bill for the moving costs. 

And this, gentlemen, is where it ends. This family is back on its own again, 
dropped suddenly by the operations of the urban renewal program into a 
strange world, to which they have never been accustomed. They are faced 
with learning, overnight, how to live with neighbors in a standard neighbor- 
hood, how to cope with the many complexities of our modern way of life and, 
as a result, without being equipped to cope with these problems and with no 
help from anyone to teach them how to cope with the problems, or to help them 
over the rough spots that are encountered with new neighbors, these families 
continue to stay in their old mode of living. As a result, the once standard 
unit into which they moved, within a few months is beginning to show signs of 
blight—not that the building is structurally unsound—but the people which it 
contains do not have the understanding to keep the unit in good condition. 

It is my belief that no family should be moved from any project where they 
have lived in a substandard and blighted condition for many years unless the 
local public agency takes certain steps for the “social rehabilitation” of the 
family to be so relocated. I have recommended for introduction in the 1960 
Housing Act, through my bill H.R. 11069, that there be included in the scope 
of eligible costs for an urban renewal project, the carrying out of plans and 
activities necessary for the social rehabilitation of families within a project 
area. 

Gentlemen, we are attempting to create a program which, if used properly, 
will save many of our cities from bankruptcy and chaos through the expenditure 
of tax dollars in raw local subsidies for blighted areas. We know that we can- 
not continue to operate this program on a piecemeal basis. We know that we 
ean not continue to operate this program on a small project by project basis. 
We know, and have learned during the 10-year period of operation of this 
program, many of the causes of blight. 

But I think, in all of these realizations and in all of these many things we 
have learned in trying to cope with the constant growth of blight now choking 
our cities, we have mislaid or overlooked the one factor that can do more to stop 
the start of blight, and help us bring back to standard, properties that are begin- 
ning to show signs of blight—and that, of course, is the people who are located 
within the project area. I think that with the proper administration of such a 
program it will be possible, through the relocation offices of the local public 
agencies, and through the planning and programing of social rehabilitation of 
families, to eliminate one of the major causes of slums and blight—that is, the 
lack of understanding of living properly in a modern world. 

Gentlemen, I have proposed in my bill H.R. 11069, only three suggested changes 
that I feel would help to further the urban renewal problem, to make it more 
workable, to make it more effective, and to make it more desirable as a method 
of eliminating the causes of blight, the blight that now exists, and the social 
decay of the families now living in such areas. These, to me, are three of the 
most important necessities for the furtherance of this program. These are three 
in which I strongly believe, and which I strongly recommend for inclusion in 
the 1960 Housing Act. I urge you to include them in the committee’s recom- 
mendations. 


Mr. Burke. At the outset, Mr. Chairman, let me say this, as one 
who has come very recently to the Congress but having worked for a 
number of years on the urban renewal and slum clearance problems at 
the urban local level, I should like to express the gratitude of the 
people of the cities of the United States to this committee for those 
things which have been done and to say that if the recommendations 
of this committee had been followed in the past, I think we would be 
ahead of blight instead of behind it as we are in the American cities. 

I should like to talk with the committee about a bill which I have 
introduced. It is numbered H.R. 11069 and which I think is related 
to the ideas which the chairman expresses very well and much more 
fully in the bill H.R. 12152. H.R. 11069 would do three things in the 
urban renewal and slum clearance area. As the committee knows, the 
present law provides that under a general neighborhood renewal plan, 
a locality may undertake a general neighborhood renewal project if it 
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will agree to undertake immediately following the completion of the 
planning at least 10 percent of the area as its first project and will 
undertake to complete it within 10 years. 

Those of you who are familiar with the problems involved in ac- 
quiring, clearing, rebuilding, reselling, and so on, the various things 
within urban renewal projects, know that in an individual project 
much less an areawide project, it is wholly unrealistic to believe that 
these major undertakings can be accomplished in less than 10 years. 

I have, therefore, suggested first in the bill H.R. 11069 that the 
period of time during which an urban renewal project can be com- 
pleted shall be raised from 10 years to 20 years and that the percent- 
age of the undertaking which must be done immediately is reduced 
from 10 percent to 5, which will make the undertaking by cities and 
other local public agencies of general neighborhood renewal projects 
a great deal fore feasible and capable of being undertaken and encour- 
age more cities to get at this blight which is eating away their heart, 
because as the gentleman from Wisconsin just remarked concerning 
the orientation of some of these programs to the suburbs, I think real- 
istically considered, we would all have to agree that an urban area con- 
sidered with the core city and its suburbs, can no more be strong in its 
outlying parts if the heart of the city is weak, than a man can be stron 
in his members if his heart is not functioning and producing the blood 
for the supply of the whole body. 

The second thing which this bill 11069 would provide is this: With 
the emphasis on general neighborhood renewal projects and with the 
emphasis on rehabilitation which the urban renewal administrator has 
made during the last several years, we can have no quarrel, but we 
can say that rehabilitation has not worked as well as it should have 
and one of the reasons I think is this: Under the present law when 
a local public agency goes to an owner of property which is structur- 
ally sound, but in need of great repairs or bringing up to code levels, 
if the owner, himself, declines to improve the property and bring it 
up to that required by more restrictive code when all of the procedures 
are done with, the only thing the local public agency can do is acquire 
the property by purchase or condemnation and destroy it. 

This may be a cruel way of saying it, but it is true. This has re- 
sulted in projects all over the country in an economic waste and in 
bringing criticism on urban renewal projects for destroying property 
which is usable. The bill I am discussing, H.R. 11069, provides in its 
second part that as an operation of the local public agency in an in- 
stance where an owner declines to bring the property up to standard, 
that the local public agency, itself, may acquire the property, need 
not level it, may, itself, by public bids, bring the property up to stand- 
ard, beforehand having offered it for sale for purposes of rehabilita- 
tion, or after having rehabilitated it on public bids, selling it to an- 
other owner as rehabilitated property usable within the area. 

The third recommendation which the bill, 11069, makes is that as a 
project on which project funds can be spent, shall be some necessary 
social rehabilitation of persons removed from slum areas and into 
standard areas. I think the chairman’s bill, H.R. 12152, is also an 
excellent approach to this problem, but I think that beyond that, we 
should allow the local public agency to spend some of its funds in, if 
you please, teaching people who have been removed from slums how 
to live in standard neighborhoods. 
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As has been said by a great observer of our new municipal scene if 
a man moves newly into a rural neighborhood, he is almost overcome 
by agents of the Federal, State, and local governments trying to teach 
him how better to farm, whereas a man moving into a new city neigh- 
borhood is surrounded by people telling him what he cannot do and 
telling him how much a permit costs for the few things he is allowed 
to do. 

I think that when we remove people from slum environments where 
they have lived all of their lives, into a standard area and we make 
sure that the house in which they are living is physically good and 
we pay the costs of their removal, we are one step short because we 
are moving those people into a world they do not know and into 
conditions they do not understand and we are allowing, I am afraid 
in some areas, slum conditions to be carried over and a new slum to 
be created based partially upon habits of living as well as economic 
status, so the bill that I have tendered to the committee and in which 
I have no pride of authorship, is one which would do three things: 
Would stretch out, if you please, the period during which a urban 
renewal program can be done. It would at the same time, reduce 
the amount of a project needed to be undertaken immediately. It 
would allow the local public agency by its own activities to do rehabili- 
tation or to cause it to be done so that savable property could be 
saved and third, it would allow the local public agency to spend some 
of the project money on teaching people how to live in standard areas 
who have never had the opportunity to live there before. 

As the witnesses who have preceded me have done, let me say that 
I know [ am telling this subcommittee nothing it does not know. 
This committee is the source of all of the good housing legislation, 
and I very humbly call to your attention these suggestions in the 
hope that they may be helpful in drafting the housing bill which this 
committee will prepare and which I shall support enthusiastically. 

Thank you, Mr. Daaieman. 

Mr. Rains. Frank, you not only tell us some very important things, 
but you tell them very well indeed. Speaking for myself, the very 
things you have mentioned there are some of the things that I hope 
we will be able to do something about in the bill. Are there any 
questions 4 

Mr. Apponizio. I would just like to congratulate the Congress- 
man for his very fine statement and say I agree with all he has said. 
I am particularly interested in the third recommendation he makes 
with respect to the social education. I think this is one of the big 
problems that we have. I have pointed out with other witnesses that 
this is what gives public housing such a black eye. These people who 
have moved into public housing projects are mostly individuals who 
have not. been educated to social patterns of society and responsibili- 
ties that they should have as citizens. 

I want to commend you for it, for bringing it to the attention of 
the committee. 

Mr. Burke. Thank you sir; I think that those conditions help to 
re-create slums. I think we may be taking the germ of substandard 
living with us when we fail to make people accommodate themselves 
to standard neighborhoods. 
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Mr. Apponizio. In my city of Newark, N.J., we are presently do- 
ing something along those lines, but I think we have to get the bless- 
ing of some of the agencies to really get a worthwhile program. 

Mr. Ratns. Thank you, Frank. When we get on the floor, we hope 
you will help us. 

Mrs. SuLuivan. May I say, Mr. Chairman, the point that he brought 
up in describing what they do to the farmer and how all these agencies 
come in to assist is something we know is done, but I don’t think any- 
body has brought up the example before. 

Mr. Bure. I don’t think we want to take those things away from 
our rural neighbors. 

Mrs. SULLIVAN. No, but it is a good example. 

Mr. Rains. Now, Mrs. Sullivan, don’t believe all you hear about 
the country people. We now have Mr. Conte of Massachusetts. Come 
around. We are very glad to have you and will be happy to hear 
from you at this time. 


STATEMENT OF HON. SILVIO 0. CONTE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Conte. Thank you, Mr. Chairman. 

At the outset, I want to thank you, Mr. Chairman and members of 
the committee, for giving me this opportunity to present facts about 
this bill, H.R. 4101 which I have introduced. The purpose of this 
bill is to provide for the approval of the 1956 payment in lieu of taxes 
by the city of Holyoke, Mass., under the U.S. Housing Act of 1937 
by the Holyoke Housing Authority. 

The problem arose when the Holyoke Housing Authority dated a 
$9,933.47 check, made out to the city of Holyoke, on January 3, 1958. 
The check was actually dated “1957” but this was a natural slip-up 
caused by the change in year and the check was cleared on January 8, 
1958. This payment was disallowed by the Public Housing Adminis- 
tration because it exceeded the time limit set for such payments in the 
annual contributions contract between the Holyoke Housing Author- 
ity and the PHA by 3 days. Had the check been dated December 31, 
1957, the problem would not have arisen. 

The purpose of H.R. 5101 is to authorize this payment and thereby 
clear the Holyoke Housing Authority’s books. My reason for intro- 
ducing the measure is to relieve the H.H.A. of an indebtedness in- 
curred through a clerical lapse of three days and enable that organiza- 
tion to continue to meet its obligations to the city of Holyoke. 

There is some precedent for such action because in the Housing Act 
of 1956 relief was provided for 11 housing authorities in similar situa- 
tions. 

In a letter dated April 6, 1960, to Congressman Brent Spence, Chair- 
man of the Committee on Banking and Currency, Norman P. Mason, 
Administrator of the Housing and Home Finance Agency, pointed out 
this precedent and stated that the “present Holyoke case is again a 
matter of oversight, and one involving failure to make proper payment 
by only a few days.” 

He further stated that— 


it is a matter for Congress to determine whether the relief should be granted 
under the circumstances of this case where the delay in payment was only a 
few days. 
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I would also like to point out that this error has not occurred in 
subsequent years as payments have been made promptly and legally 
in 1958 and 1959. 

Therefore, I most earnestly hope that this committee will see fit to 
approve this bill which would correct a difficult situation for the Holy- 
oke Housing Authority and one for which present officials of the 
H.H.A. are not responsible through staff changes in the past few years. 

Mr. Rains. I will say to our colleague that we will instruct the staff 
to give us the proper amendment in whatever bill we bring out. It is 
clearly needed and justice demands that it be passed. So we will see 
if we can’t help you. 

Mr. Conte. Thank you very much, Mr. Chairman. 

Mr. Rarns. Our last witness, another of our colleagues, Mr. Irwin 
of Connecticut. We are glad to have you with us and will hear you 
now ¢ 


STATEMENT OF HON. DONALD J. IRWIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CONNECTICUT 


Mr. Irwin. Mr. Chairman, the Fourth Congressional District of 
Connecticut, which I represent in the Congress, today faces economic 
chaos because of the faltering commuter service of the New Haven 
Railroad, upon which more than 35,000 residents of the district must 
depend for transportation to and from their jobs in New York City. 
Trouble looms also for the city and for our country. 

For reasons very shortly to be scrutinized by the Interstate Com- 
merce Commission, the New Haven Railroad is unable to provide safe, 
efficient and adequate service. 

The president of the railroad has declared that because the line’s 
commuter runs cannot provide a profit but rather produce a sub- 
stantial deficit he intends to discontinue the commuter service com- 
pletely unless something is done to reverse the trend of present down- 
ward financial operations. 

I have made a personal survey of the commuter service operations 
of this railroad and found maintenance neglect, poor morale among 
employees and discontent among customers. Upon inquiry, I was 
told that the passenger service deficit of the railroad precludes any- 
thing in the way of extensive maintenance and that the major reason 
for Gesiiedlowin filthy trains and stations and other unsavory and 
intolerable conditions is the lack of adequate maintenance. 

I do not know whether mismanagement of the railroad in the past, 
failure of regulatory agencies to recognize a need for higher fares 
in the past, historically heavy tax burdens or other factors was the 
culprit in producing the existing conditions on the New Haven 
Railroad. I suspect that a combination of factors was at fault. 

In any case, it is readily discernable that this railroad needs help. 
It cannot borrow money privately because of its deficit operations. 
It cannot improve its facilities or even properly maintain them be- 
cause it isn’t making money. It cannot, in summary, provide the 
public with the service to which the public is entitled. 

We may say why bother to keep the New Haven commuter trains 
running but let us first examine what would result from discontinu- 
ance of service. 
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The 35,000-plus commuters would have to find new homes or get 
new jobs. There is no way to reach New York City except by com- 
muter trains or highway transportation but it is neither feasible or 
possible to provide daily highway transportation for more than 
35,000 persons. Highways into New York City could not handle the 
volume of traffic. The city could not cope with it nor could it take 
care of parking the number of cars it would take to transport these 
people. 

Were the commuters to quit their jobs, there would be a major eco- 
nomic upheaval in New York City. If they moved elsewhere, there 
would be financial chaos in their present home towns; their local 
stores, real estate businesses, banks, and other institutions could not 
sustain the losses which would result. 

The railroad is vital to our domestic economy and also to our na- 
tional defense, and cannot be permitted to collapse. If the New 
Haven Railroad in particular discontinues its commuter service there 
would be a threat to our security as well as an economic loss. 

The well-being of our country’s railroads is of paramount import- 
ance to our country. Our country is in a position to provide what is 
needed to help our railroads continue service and to improve service. 

Existing programs of the Federal Government provide the frame- 
work for furnishing the necessary help. I have proposed legislation 
to provide aid to mass transit pe commuters systems through a loan- 
aid program. I support legislation proposed by Senator Harrison 
A. Williams, Jr., of New Jersey to provide loans and grants through 
the Housing Administration. This is the logical approach to the prob- 
lem of mass transportation. It copes with immediate problems of 
faltering transportation systems while establishing means to con- 
duct long-range planning and other studies which aim at future de- 
velopment of integrated mass transportation systems for our urban 
areas. 

Such systems, embracing all of the various forms of transportation, 
are essential if our cities are to survive the onslaught of our popu- 
lation and economic expansion. Conditions of our commuter systems 
at the present time should serve to emphasis that we must get started 
now in providing what is needed. 

Mr. Rains. The committee is in recess until 10 o’clock tomorrow 
morning. Thank you all for coming this afternoon. 

(Whereupon, at 3:32 p.m., the subcommittee adjourned to recon- 
vene at 10 a.m., Tuesday, May 24, 1960.) 
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TUESDAY, MAY 24, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovustne, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1301, New House Office 
Building, Hon, Albert Rains (chairman of the subcommittee) 
presiding. 

Present: Representatives Rains, Addonizio, Barrett, Griffiths, Wid- 
nall,and Bass. 

Mr. Rains. The committee will please be in order. We have a 
very heavy schedule today, so we have to run the committee on time. 

The first witness this morning is our friend Mr. Boris Shishkin, 
secretary of the Housing Committee of the AFL-CIO, accompanied 
by another good friend, John Edelman. Will you gentlemen come 
around. We are glad to have you. 


STATEMENT OF BORIS SHISHKIN, SECRETARY, HOUSING COM- 
MITTEE, AFL-CIO; ACCOMPANIED BY JOHN N. EDELMAN 


Mr. Suisukin. Thank you, Mr. Chairman, I am glad to be here. 

Mr. Rats. We are glad to have you, Mr. Shishkin, 

Mr. Suisukrin. I am very glad that the committee has taken up 
this very vital legislation now. We are dealing here with one of the 
greatest needs the country is faced with today in a number of respects. 
No. 1 is, of course, the direct housing need which is acute and urgent, 
and No. 2 is the theme to which I am addressing myself this morning 
particularly, Mr. Chairman, that housing is one of the most critical 
factors in our economy that will contribute to the maintenance of 
prosperity in the future and unless this action is taken now I think 
that the danger signals on the horizon indicate we might be in for 
serious trouble. 

So for these reasons I think that this hearing by the committee 
that is going on now and the proposals that are being considered 
under the leadership of our chairman, Congressman Rains, are of 
vital importance to the whole country. 

I have with me Mr. John N. Edelman, Mr. Chairman. He is a 
member of our Housing Committee of the AFL-CIO and is national 
representative of the Textile Workers Union of America and he has 
been the chairman of a subcommittee on housing of our legislative 
committee of the AFL-CIO. 

Mr. Rains. We are glad to have you here. 

Mr. Suisuktn. On behalf of the American Federation of Labor 
and Congress of Industrial Organizations, Mr, Chairman, I wish at 
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the outset to convey to the members of this subcommittee the sense 
of deep importance which organized labor attaches to the need for 
good housing for all Americans and for an effective policy to achieve 
this objective. At the most recent convention of the AFL-CIO held 
in — 1959, the resolution on housing unanimously adopted 
stated : 


America has the skilled manpower, the materials and equipment and the 
financial resources to assure every family the opportunity to obtain a decent 
home. All that is required to achieve this goal is a forward looking, imaginative 
housing program. 


I am attaching to my statement the full text of this resolution which 
I respectfully request be included in the record of this hearing. 
Mr. Rarns. It may be included. 
(The document referred to is as follows :) 


HovusinG RESOLUTION No. 113? 


Ten years ago the Congress of the United States established as the immediate 
goal of the Nation’s housing policy ‘“‘a decent home in a suitable living environ- 
ment for every American family. Yet, today, nearly one-fourth of all dwellings 
in which some 13 million American families are forced to live are below mini- 
mum standards of decency for family living. Good homes for American families 
are still a major unmet need. 

In the face of continuing acute housing shortage, for 2 successive years a 
majority of elected representatives of the American people in the Congress has 
been thwarted in efforts to enact moderate but forward-looking housing legisla- 
tion which organized labor and other prohousing forces enthusiastically sup- 
ported. In 1958, enactment of a constructive housing bill was blocked by a 
reactionary coalition in the House Rules Committee. This year, the President 
twice indefensibly vetoed housing legislation passed by substantial majorities 
in both Houses of Congress, thus forcing enactment of a less adequate bill. 

Housing activity during the past year has exceeded the abysmally low level 
of the preceding 2 years but still falls short of the minimum national require- 
ment of at least 2%, million dwellings a year. Indeed, housing construction will 
continue to fall short of minimum housing needs until a much larger proportion 
of new homes are brought within the means of low- and middle-income families. 

Despite the urgent need for greatly expanded housing activity, there is grave 
danger of a decline in housing construction from the present inadequate levels. 
A lower rate of housing construction would deprive hundreds of thousands of 
families of the decent homes they desperately need. The experience of the 
1953-54 and 1957-58 recessions demonstrates that a contracted rate of home- 
building might precipitate a general economic recession. High level housing 
activity, geared to the Nation’s most urgent housing needs, is essential to the 
Nation’s economic prosperity. 

Only an improved and greatly expanded low-rent public housing program can 
provide the opportunity for low-income families to obtain decent housing within 
their means. Moreover, the slum clearance and urban redevolpment programs, 
enthusiastically launched in hundreds of communities throughout the country, 
cannot go forward unless decent homes are available to rehouse displaced low- 
income families. 

Many moderate-income families are also priced out of today’s housing market 
because the homes built by private speculative builders are beyond the financial 
reach of many families. Yet, appropriate methods of mortgage financing long 
advocated by organized labor could substantially meet the housing needs of 
moderate-income families. 

America has the skilled manpower, the materials and equipment and the 
financial resources to assure every family the opportunity to obtain a decent 
home. All that is required to achieve this goal is a forward-looking, imaginative 
housing program: Now, therefore, be it 

Resolved: High level housing activity assuring construction of at least 24 
million dwellings a year should be the recognized goal of the national housing 
policy. 


1 This resolution was adopted at the 3d constitutional convention of the AFL-CIO. 
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Achievement of this objective will require a fundamental redirection of na- 
tional housing programs to assure that the major share of the new homes con- 
structed is made available within the means of the millions of ordinary American 
families who are priced out of today’s private housing market. 

For low-income families displaced by urban renewal and other public projects, 
as well as other low-income families in need of decent housing they can afford, 
a minimum of 200,000 low-rent public housing units should be authorized for 
construction each year as an essential part of the overall housing program. 

Low-interest, long-term loans should be made available to provide good homes 
at reasonable rates for hundreds of thousands of moderate-income families who 
cannot afford the exorbitant financial charges and sky-high rents now required 
to obtain good housing. This type of financing should be made available on a 
sufficient scale to assure construction of at least 500,000 units of cooperative, 
rental and sales housing meeting adequate standards of construction, space, and 
availability of community facilities and services. 

Every encouragement should be given at every opportunity to development 
of cooperative housing as a particularly effective method of bringing good homes 
in a democratic living environment within the means of workers and other 
moderate-income families. Cooperative housing can be advanced through invest- 
ment of union-negotiated pension funds, under proper safeguards and guaran- 
tees, in well-planned cooperative housing projects. We recommend that our 
affiliates give special consideration to initiation and sponsorship of cooperative 
housing developments as a particular effective means of making good homes 
available to moderate-income families. 

Since home purchase is not suitable for or desired by some families, moderate- 
income families should be able to rent good housing within their means. To 
this end, liberal financial assistance should be made available for construction 
of good rental housing with appropriate safeguards against profiteering by 
builders and operators. 

Rural housing in many parts of the country is especially bad. Appropriate 
legislation should be enacted to permit farm and other rural families to obtain 
homes that they can afford. Effective programs to provide decent housing for 
migratory farmworkers and their families are especially needed and should be 
authorized without delay. 

The dilapidated dwellings in which many elderly couples and individuals are 
forced to live are an affront to the Nation’s conscience. Our senior citizens have 
the right to live out their years in decent and comfortable surroundings. Finan- 
cial terms should be available to permit construction of both public and private 
housing developments which will meet the special requirements of the elderly. 
Housing for the elderly should, whenever possible, be located in normal neighbor- 
hoods with adequate community facilities and opportunities for community life 
but with special features geared to the particular requirements of the aging. 
We urge our affiliates to consider sponsorship of housing projects especially 
suited for the elderly. 

Discrimination and segregation have denied to millions of Americans the 
opportunity to obtain decent homes solely because of their race, creed, color, or 
national origin. Such undemocratic practices must be eliminated. The fair 
housing practices legislation adopted by a number of States and cities have 
helped to encourage the policy and practice of equal opportunity in housing. We 
urge other States and cities to enact similar laws. But the Federal Govern- 
ment must also assume the affirmative responsibility to assure equal housing 
opportunity to all families without regard to race, creed, color, or national origin. 
Negroes and other minority families should be assured of the chance to obtain 
on an equal basis with all other families new housing built with the aid of 
Federal funds, credit, or any other type of financial assistance. 

Legislation to permit temporary lapses of payments under Federal mortgage 
insurance and guarantee programs should be enacted in order to protect home- 
owners against foreclosures in the event of illness, temporary unemployment, or 
other emergencies. 

Not less than the prevailing wage should be required to be paid to all em- 
ployees engaged in construction of housing under any program involving Fed- 
eral financial assistance. Such a requirement is necessary to protect hard-won 
standards of building trades workers. 

The spreading blight of slums in our metropolitan areas points to the urgent 
need for a considerable expansion of the slum clearance and urban redevelop- 
ment program on a sound basis. Funds now available for this program are far 
too limited to permit a really effective start toward rebuilding the rundown 
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sections which mar almost every American city. While it is recognized that 
nonresidential reuse of former slum sites may be appropriate in some circum- 
stances, the foremost purpose of urban redevelopment must be to provide decent 
homes in well-planned communities within the financial reach of ordinary Ameri- 
ean families. Major emphasis should be placed on slum clearance and thorough- 
going city rebuilding: lesser measures such as rehabilitation and neighborhood 
conservation should be undertaken only when they are economically feasible 
and socially desirable. Sound programs of cooperative metropolitan areas 
planning are essential for balanced development and growth of metropolitan 
as. 

a The National Housing Conference, which has made an outstanding contribu 
tion to the drive for better housing for the entire Nation, deserves the continued 
support of the AFL-CIO and its affiliates. 

Achievement of labor’s housing program will require maximum céoperation 
and support from the entire trade union movement. We therefore urge our 
affiliated unions and central bodies to organize active housing committees to 
develop and further sound, positive housing programs and to cooperate in the 
work of the Housing Committee of the AFL-CIO toward the achievement of 
labor’s housing goals. 

Mr. Suisuxkin. Thank you. 

Mr. Chairman, we in the labor movement have been dismayed by the 
failure of the present administration to face up to the full dimensions 
of the housing requirements of the American people and the housing 
problems confronting our Nation. This disregard of the basic hous- 
ing needs of the country has been nowhere more manifest than in the 
adamant refusal of the administration to ascertain our national hous- 
ing need. 

For more than 10 years, the national goal of housing policy has 
been “a decent home in a suitable living environment for every Amer- 
ican family.” But how can this goal be achieved in the absence of an 
estimate of the true housing need? How ean this goal be reached, 
unless targets are established of the number of homes that must. be 
built and policies are developed which will assure that these targets 
are met / 

It is our conviction that what is needed more than anything else in 
our housing program today is the exercise of responsible leadership by 
the executive branch of the Federal Government. We have every 
confidence that if such executive leadership is forthcoming, the Con- 
gress will not hesitate to do its part in assuring a comprehensive, for- 
ward-looking housing program. The pioneering work that has been 
done in this field by the chairman and members of this committee pro- 
vide ample proof that. this confidence is not misplaced. 

As one important ingredient of the executive leadership which is 
needed, we believe that the President should make an annual report 
on the minimum number of housing starts needed and on the changes 
in administrative and legislative policies required to achieve this 
goal. 

The results of the 1960 Census of Housing, combined with the re- 
vised figures on housing starts soon to be published by the Bureau of 
the Census, will give us up-to-date figures on which new estimates of 
housing requirements can be based. I sincerely hope that when these 
figures become available, they will be analyzed as quickly as possible 
for that purpose. 

Pending the availability of these figures, however, we have utilized 
currently available data to make what we consider to be the best. cur- 
rent estimate of housing requirements. I have attached to my state- 
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ment a table showing the estimate of new housing needs for the period 
1960-75, and I would like to have that table containing that estimate 
included at the conclusion of my remarks. 

Mr. Rains. It may be included in the record at the conclusion of 
the testimony. 

Mr. SuisuKin. Thank you, sir. 

The table speaks for itself and therefore I shall not repeat its de- 
tails at this time. It points to a minimum need for construction of 
35 million houses during the next 15 years, or about 2.3 million units 
a year. Assuming a somewhat higher level of housing starts caring 
the recent period than the official published statistics, the needed 2 
million annual rate is nevertheless nearly two-thirds or about 900, 000 
above the construction rate during recent years. The need is much 
higher than the current starts. Now let me come to what I believe 
is the heart of the matter in the current economic situation, Mr. 
Chairman. 

Despite the fact that in no recent year has housing activity even 
approached the minimum housing requirements of the Nation, we are 
now facing, as we have several times during the postwar period, an- 
other disastrous decline in residential construction. According to 
official figures of the Bureau of the Census, 1,341,500 housing units 
were started by private builders in 1959. The seasonally adjusted 
annual rate of private housing starts reached a peak of 1,484,000 in 
April 1959 and has been declining ever since. 

The preliminary figures, made public by the Bureau of the Census 
on May 13, 1960, report the actual number of starts in April 1960, at 
108,900 units. This means that housing starts in April 1960, were 
running at an annual rate of 1,135,000 units. According to the census, 
for the first 4 months of 1960, starts were at an adjusted annual rate 
of 1,147,750 units. This was 18 percent below the rate of 1,401,000 for 
the corresponding portion of 1959. In other words, housing activity 
in the first 4 months of 1960 was 18 percent below the same period in 
1959. 

It is incredible that in the face of the current sharp dip in housing 
construction and the gloomy prospects ahead, the administration 
nevertheless seems to display nothing but optimism about the housing 
situation. The members of the subcommittee may perhaps remember 
the virtual jubilation with which Housing Administrator Mason wel- 
comed the freak increase in the annual rate of housing starts last 
December, only to see housing starts fall off sharply, in the ensuing 
months. 

Mr. Mason has apparently learned nothing from this experience. 
He recently announced that the 1,115,000 unit annual rate of housing 
starts in Mare ‘h, like the February figure, the lowest points to “a good 
housing year.” Mr. Mason may « call this a good housing year, but 
for millions of American families deprived of the opportunity to ob- 
tain -~ ent homes within their means, 1960 could be a disastrous hous- 
ing ver 

The le York Times for May 8 features a story under the headline 
“Building Picture if Found C ‘loudy—Softness in Construction Ac- 
tivity Isa Factor in the Economy’s Weakness—Housing Starts Fall— 
Study Indidates Industry Is Likely To Anticipate General Reces- 
sions. 
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The New York Times correspondent, Richard Rutter, begins this 
story with the following lead : 

One of the key props under the Nation’s economy—construction—has proved 
to be surprisingly shaky so far this year. That, in turn, helps to explain why 
the much-anticipated “Big Boom” of 1960 just hasn’t materialized even though 
business conditions are generally good. 

The Times story notes that “Housing Outlays Drop” and goes on 
to state: 

Homebuilding activity, in fact, has acted as a brake on overall construction 
for quite a while. In 1959 there were, in all, 1,350,000 new housing starts. But 
the pace of homebuilding began to taper off as long ago as last May. There was 
a rather baffling pickup in November and December, followed by another slump 
extending into this spring. 

The slowdown in housing comes at a particularly bad time because 
it threatens to help pull the country down into the morass of another 
economic recession, I am sure the members of this subcommittee will 
remember that declines in housing activity preceded and helped to 
precipitate the two most recent recessions, 1953-54 and 1957-58. This 
must not happen again. 

Despite its cheer vy statements, even the administration seems to 
recognize that something must be done to revive housing construction. 
Its contribution to this end has been a reduction of downpayments of 
from $50 to $500 on high-priced houses in the $15,000 to $26,000 range 
financed with mortgages insured by the Federal Housing Administra- 
tion. 

I could comment at length on the ridiculous inadequacy of this 
measure, but perhaps I can make the point most effectively by simply 
quoting the headline from the Wall Street Journal article of May 2, 
1960, on the FHA’s announcement: “FHA Cuts Downpayment on 
Some Homes; Spur To Building Doubted.” 

This kind of pale palliative is worse than useless. It is worse than 
useless because it breeds a false complacency which would delay the 
effective action urgently needed to boost residential construction. 

It is to the credit of the chairman and members of this subcom- 
mittee that in the face of the indifference of the administration you 
have not hesitated to take effective action to stem the downturn in 
housing activity. The emergency home ownership bill recommended 
by this committee and passed by the House of Representatives would 
help to halt the serious slump in residential construction. It would 
make an important contribution toward meeting immediate housing 
needs and maintaining a prosperous economy. It would also represent 
a sound financial investment by the Federal Government. 

However, more than emergency legislation is needed to meet the 
rapidly expanding housing needs of the Nation. Iam sure that the 
members of this subcommittee will recognize that the country urgently 
needs a sound and positive program g veared to the long-term housing 
requirements of all American families. 

The Congress would be taking an important step forward toward 
the achievement of that goal by enacting this year housing legisla- 
tion aimed at meeting America’ s total housing and redevelopment 
needs in the years ahead. It is toward the accomplishment of this 
objective that we make the following specific recommendations. 

Let. me first deal with low-rent public housing. Despite all the un- 
founded charges that have been leveled against the low-rent public 
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housing program, it still provides the only effective means for making 
decent homes available to low-income families. Certainly improve- 
ments can be made in the public housing program. There is no 
institution or program which after more than two decades could not 
be refurbished and modernized. But the basic idea and the basic 
formula are as sound today as they were 23 years ago. 

Moreover, and this I particularly emphasize, nobody, either friend 
or foe of the program, has yet come up with a feasible substitute. 
The choice is still public housing or no decent housing at all for low- 
income families. 

The bitterly fought, extremely limited annual authorizations under 
which public housing has suffered have made it impossible for local 
communities to develop long-range planning in their programs. It is 
no wonder that desperately needed low-rent public housing units 
eventually drop out of the plans of local communities for construc- 
tion as their desire for immediate construction of the units they plan 
and need is thwarted by year-to-year legislative limitations and ad- 
ministrative redtape. 

The experience during the past year graphically illustrates the 
problem. It was not until September 23, 1959, after two Presidential 
vetoes, that the Housing Act of 1959 took effect. This law authorized 
construction of 37,000 low-rent public housing units. The procedures 
of the Public Housing Administration under this legislation did not 
reach the field until late December, 1959. 

Since at least 6 months leadtime is needed from an application by 
a local housing authority to an annual contributions contract, it 1s 
small wonder that, despite applications by local communities for a 
sizable number of units, annual contributions contracts for so few units 
have been signed under the 1959 authorization. This by no means re- 
flects a lack of desire by local communities for public housing and 
much less does it indicate that the urgent needs of low-income families 
for decent housing have even begun to be met. 

As a minimum, we urge restoration of the authorization for con- 
struction of public housing provided in the Housing Act of 1949. 
This would in effect permit construction of an additional 100,000 units 
as quickly as possible. The actual pace of construction would be 
determined by the local communities in accordance with their own 
‘apacities and needs rather than the artificial restrictions imposed by 
legislative and administrative limitations. 

Of course, even restoration of the 1949 authorization is only a be- 
ginning. It will not be nearly enough to make alternative accommo- 
dations available to the hundreds of thousands of low-income families 
who will be displaced from their homes by urban renewal, highway 
and other government programs. In addition, large numbers of low- 
income families are forced to live in substandard dwellings which, no 
matter how unlivable, are not slated for clearance within the next 
few years. 

Thus restoration of the public housing authorization of the 1949 
act is the rockbottom minimum requirement at this time and should 
be incorporated in the legislation this subcommittee recommends. 

We also urge authorization for an additional subsidy of up to $120 
per year for each aged family living in public housing whenever such 
funds are needed to maintain the solvency of the project. In view 
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of the desperate need of our elderly citizens for decent housing and 
their often severely limited income, this step is most desirable. 

Now, Mr. Chairman, let me turn to urban renewal. For some vears 
the AFL-CIO has advocated that sufficient funds be authorized for 
an extended period of time to permit our cities to undertake a full- 
scale, long-range attack against the blight and slums that are threat- 
ening to engulf them. The American Municipal Association and the 
U.S. Conference of Mayors have just made a survey which indicates 
minimum annual requirements of $600 million. We would urge that 
the Congress authorize $600 million for a 10-year period for urban 
renewal capital grants. 

In addition, we endorse the provision in title I of H.R. 12152 to 
provide relocation assistance. We particularly endorse the authoriza- 
tion for local redevelopment agencies to employ full-time relocation 
specialists to assist displaced families and business concerns. We 
also endorse the provision raising the maximum amount for reloca- 
tion payments to displaced families from the present. $200, but we 
would urge that the maximum amount be raised to $500 instead of 
$300 as provided for in H.R. 12152. 

Now let me turn to a very vital subject, Mr. Chairman, which is of 
special concern to us this year because of its neglect in previous years, 
and that is middle-income housing. It is now more than a decade 
since the organized labor movement, in cooperation with other public 
interest groups concerned with housing, proposed legislation for an 
effective middle-income housing program. Mr. Chairman, we have 
long been aware of the sympathetic interest which you and the mem- 
bers of the committee have shown in the needs of families in the no 
man’s land area of housing. I am referring to families whose in- 
comes are too high for them to be eligible for low-rent public hous- 
ing, even if there were a sufficient supply, but too low to afford the 
skv-high charges and rents in today’s private housing market. 

Owing to the imaginative leadership of this subcommittee, last year 
a significant new program of housing for the elderly in this moderate- 
income group was authorized. We sincerely hope that the necessary 
funds will be appropriate to put this important program on an effec- 
tive basis. 

H.R. 12152, introduced by the distinguished chairman of this sub- 
committee. Congressman Rains, represents another milestone in the 
ongoing effort to provide good homes within their means for families 
with the greatest need. 

Title IT of H.R. 12152 would make available long-term loans at low 
interest. rates to nonprofit corporations to construct housing which 
families displaced by urban renewal and other public action can afford. 
Specifically. the Housing and Home Finance Administrator would be 
authorized to make loans at the so-called REA interest rate (2 per- 
cent) for a repayment neriod up to 60 vears for construction of rental 
housing for low-and middle-income displaced families. 

While the authorization in the bill for such loans contains no dollar 
figure, we would hope that sufficient funds would be made available 
to permit a rapid start on this urgently needed proeram. This initial 
amount authorized should be at least $1 billion. This would permit 
construction of approximately 75.000 to 80,000 units. Once the pro- 
gram can be nut in full operation, this amount should be consider- 
ably increased. 
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There is no question that enactment of H.R. 12152 would greatly 
reduce housing costs of displaced familities, far below those required 
under the present FHA program. The so-called FHA low-cost. hous- 
ing program for displaced families, FHA 221, has resulted in con- 
struction of very little housing and even much of that is not occupied 
by displaced families. 

This FHA program involves an effective interest rate of 614 per- 
cent—534 percent interest plus one-half of 1 percent for mortgage 
insurance premium—for a maximum amortization period of 40 years. 

On a $12,000 mortgage, this involves a monthly payment of ap- 
proximately $69 just to handle the financing charges. If other costs— 
heat, maintenance, et cetera—are included, the rent required would 
be at least $100 a month. Assuming that no more than 20 percent 
of the family’s income should go for housing, this requires an income 
of at least $5,000. 

Under the terms authorized for H.R. 12152; that is, 2 percent in- 
terest and 60-year repayment. period, the same unit would require 
only $28.07 for payments on the mortgage and the actual total rent 
would probably be as low as $60 a month. A family with an income 
of only about $3,200 could afford to pay rent at that level. 

We have no doubt that this proposal will be vigorously attacked 
as a “subsidized” program by those who are callous to the desperate 
need of displaced families for decent homes within their means. As 
IT shall indicate in a moment, the program authorized by H.R. 12152 
does not involve subsidy. But even if it did, might there not be a 
sound purpose in making available public funds to make it possible 
for families deprived of their own homes by public action to obtain 
decent accommodations ? 

Think of the untold loss not only to the families who bear the direct 
burden, but to the community at large when families displaced from 
their homes by public action through no fault of their own have no 
alternative but to crowd into already overcrowded, unhealthful, and 
unlivable slums. Yet this situation of extreme injustice prevails in 
many of our urban communities today. 

The fact is, however, that the financial terms provided in H.R. 
12152 do not involve a subsidy in any true sense of the word. The 
interest rate it provides is the same as that which has been in effect 
for 25 years in the REA program. TI do not want for a moment to 
detract. from the tremendous contribution which the REA has made 
not just to the rural people of our country, but to the entire Nation. 
But can it be denied that in the 1960's it is at least as important to 
direct public effort and public action to rehousing displaced families 
in our cities in decent accommodations as to improve the conditions 
of life for our rural citizens ? 

The REA interest rate was not lower than the cost of money to the 
Government when it first took effect or for many years thereafter. It 
is lower than the interest rate the Government is now paying only 
because the tight-money, high-interest policy of this administration 
has forced interest rates up to higher and higher peaks. Does this 
make the REA interest rate a subsidized rate? To the contrary, the 
real subsidy is being paid to those who are receiving the vastly inflated 
interest rate which has resulted from the deliberate policy of this ad- 
ministration. 
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Therefore, we urge the Congress not to heed the cries of those who 
will oppose this humanitarian measure, which is clearly in the national 
interest, with the allegation that it involves a “subsidized” interest 
rate. Such false allegations should not be permitted to thwart the 
great national objective of decent homes for American families. We 
therefore strongly urge this committee to recommend authorization for 
the relocation housing program provided in H.R. 12152. 

We have two suggestions for possible changes in the proposal as it 
is set forth in H.R. 12152. First, we urge that it be extended to in- 
clude cooperative housing, one form of nonprofit housing which cer- 
tainly deserves every possible encouragement and assistance. 

Second, while we agree that priority should be given to displaced 
families, we would hope that in time, this program would also become 
available to other families who are priced out of today’s housing 
market. 

It is essential that there be no further delay on efforts to deal with 
this major problem of our generation—how to bring good housing 
within the financial reach of the average American family. The re- 
location housing proposal in H.R. 12152 represents a significant step 
toward the achievement of that objective. This proposal therefore 
should be a major feature of the legislation Congress enacts this year. 

Now turning to cooperative housing: The major requirements for 
extension and improvement of the FHA 213 cooperative housing pro- 
gram are met in H.R, 12153 introduced by Congressman Rains. With- 
out detracting from other desirable features of the bill with respect to 
cooperative housing, we particularly direct the subcommittee’s atten- 
tion to the following provisions of H.R. 12153: 

1. Restoration of the position within the FHA of Assistant Com- 
missioner for Cooperative Housing. When the FHA cooperative 
housing program was first authorized, the Congress established this 
position by law. Cooperative housing is now the third largest FHA 
housing program. To assure that it receives the proper attention, 
support and status within the agency, the program should be headed 
by an Assistant Commissioner. 

2. Authorization of additional funds for FNMA to purchase FHA- 
insured cooperative housing projects. Projects now in various stages 
will use up all of the existing FNMA authorization. To assure the 
continuance of this very worthwhile program, a minimum of $50 
million should be made available to FNMA for cooperative housing. 

%. Establishment of the principle that the sole test. of feasibility of 
FHA cooperative housing projects shall be the need for housing at 
the monthly charges applicable under its continued use as a coopera- 
tive, rather than the higher charges of a rental project. 

Other recommendations: In addition to the proposals that I have 
already discussed, we recommend that the following items be in- 
cluded in the housing legislation enacted this year: 

(1) A minimum of at least $50 million in additional funds for the 
program of direct loans for housing for the elderly launched last 

ear. 
. (2) The provisions in H.R. 12153 relating to the special assistance 
programs of the FNMA, including (a) requirement that FNMA 
purchases of mortgages under the special assistance programs be at 
par, and that is a very vital provision; (b) reduction of fees and 
charges required by FNMA under these programs to a maximum of 
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1 percent—one-fourth percent commitment fee plus three-fourths 
percent for purchase fee; and (c) while no specific amount is speci- 
fied in H.R. 12153, we recommend that an additional $150 million be 
authorized to FNMA for its special assistance programs. 

(3) Increase in the FHA insurance authorization as provided in 
H.R. 121538. We recommend authorization of $4 billion for this 
purpose. 

(4) Extension of the FHA property improvement loan program 
for 2 years as provided in H.R. 12153. ; 

(5) Reduction in the FHA insurance premium from the present 
one-half of 1 slgwge to one-fourth of 1 percent unless the FHA Com- 
missioner makes a formal finding that such a reduction cannot be 
made without impairing FHA’s reserves. This is also provided in 
H.R. 12153. 

(6) Establishment of the special fund provided in H.R, 12153 to 
give FNMA financial backing to mortgages to finance the nursing 
homes authorized in the Housing Act of 1959. 

(7) Protection of homeowners against foreclosure in the event of 
temporary unemployment, illness, or other emergency. Now this 
recommendation, Mr. Chairman, has to do with the loss of homes 
by foreclosure because people are no longer able to make payments 
themselves because of emergency, or catastrophe. We believe as- 
sistance can be provided to tide over those families and assure their 
continued home ownership. 

(8) Federal action to assure the opportunity to obtain adequate 
housing to all families without regard to race, color, creed, or national 
origin. 

(9) Requirement of payment of prevailing wage in any housing 
construction involving any type of Federal financial assistance, in- 
cluding grants, loans, guarantees, and insurance. 

(10) Authorization of $500 million for college housing, as pro- 
vided in S. 2950, introduced by Senators Sparkman and Fulbright, 
in order to meet the growing needs of our colleges and universities, 
for student living quarters. 

(11) Authorization of an effective farm housing program to make 
good homes available to rural families. 

(12) Adequate funds for professional training in housing, urban 
renewal, and city planning. 

(13) Funds to permit the Bureau of the Census to provide a com- 
plete analysis of the data which will become available from the 1960 
Census of Housing. 

(14) Establishment at Cabinet level of a Department of Housing 
and Metropolitan Affairs, as provided in H.R. 12153 in order to 
strengthen and coordinate Federal activities relating to housing and 
urban planning and development. 

I would like to say a word about this recommendation No. 14, Mr. 
Chairman. I think it is quite clear if you scan over the Washington 
horizon that as far as the Federal agencies represented here at the na- 
tional level, that each one of those agencies is a zealous advocate of its 
own programs. It is a pleader for those programs, it is a defender of 
those programs. It not only administers them, but carries forth the 
programs enacted by the Congress. 

That is not the case in housing. Not only has it not shown zealous 
support for the program, but many times there is opposition to the 
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programs by the very people who administer them. I think creation 
of the Cabinet post alone will not carry out the objective. It is also 
necessary to make sure that the administration of the programs laid 
down by the Congress is in the hands of people who believe in those 
programs and who know what they mean to the people of America. 
Our recommendation is to have this post established, Mr. Chairman. 

I thank you very much. 

(The table referred to in the statement is as follows :) 


AFL-CIO Hovustne CoMMITTEE—ESTIMATE OF NEW HovusINnG NEEpDs, 1960-75 


[Millions of units] 


co EET LSS RE RTD io RUR Soy aE iy Os 08 1S RR Se A ee ee Se 15. 0 
SSS TE By ¢ SERRE ee ee ae Se a ee ee eee ere 1.5 
I OES ae ae ee eee See ae 22. 5 


Total substandard to be replaced________-___-_____ wade ie 17.5 
Removed by disaster and demolition (nonsubstandard)__.--.-_-_--_____- Z.0 
aus Pemmncement need 1000-10... 19.5 
Increase in number of families 1960-75 *_______________________________ 14.5 
Syuunene tir Cee eames. es 1.0 
Total housing requirements 1960-75_____________________________ 35. 0 
Rg ee ee re ce oe Sa aS 


1 Includes 1-person households. 


Mr. Rains. Thank you, Mr. Shishkin. It is no secret that the 
housing programs of this administration have been run all of these 
years—the last few years, certainly—by the Treasury Department and 
the Bureau of the Budget. So I would just like for housing to have 
a voice, talking around the green table down at the White House. 
no matter who is in, because it is so important that there needs to be 
more than just a so-called independent agency. 

Somebody needs to be speaking for that great part of the American 
people that has some authority at the top administrative level. | 
will say this: We don’t know for sure that we can write it in this bill. 
In the first place, of course, we don’t know for sure about votes. | 
really think, however, there is being built up in Congress a very great 
sentiment for it. There is also some difficulty about whether we are 
the proper committee. whether this belongs with us or with Mr. 
Dawson’s committee, Government Operations. But we decided that 
we wanted to spotlight it by all of the testimony that we could and 
I have a feeling that in the not too distant future we are going to 
get it done. 

Mr. SuisuKr1n. My only concern in that, Mr. Chairman, is as far 
as the affirmative action in creating such a post which I think is 
desirable and needed, and I hope will be done, but that that will not 
be a substitute for housing, because what people need are homes, 
because that is of vital importance. 

Mr. Rarns. Well, one of the things that concerns me is when I 
see a state of the Union message come down from the President. 
I know, of course, that the Cabinet officials have had a lot to do with 
what goes into that message on the state of the Union. When I don’t 
see anything about housing, and nothing about urban affairs, as vital 
as they are, I know somebody ought to have been up there talking. 
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We feel that somebody should be speaking up for these great urban 
needs. 

Mr. SHIsHKIN. So do we, and that is the basis of our proposal. 

Mr. Rains. Do you know whether there is still substantial unem- 
ployment in the building trades because of the low level of housing 
starts? What do you hear? 

Mr. SuisnKin. The level of unemployment is general. I think that 
unemployment in the home building trades, which, of course, is highly 
seasonal, has been reduced somewhat from the February and March 
levels where it was very heavy, but still it is lagging behind the 
levels of the previous years so there is need for improvement there. 

Mr. Rains. I know that week after week in the Wall Street Journal 
reference is made to the layoffs in all of the industries manufacturing 
electric appliances and other home building appliances, isn’t that 
correct ¢ 

Mr. SuisHKkin. It isn’t only the home building appliances, Mr. 
Chairman, that are directly built in there, but also I think that it is 
very important for the whole business community to realize and rec- 
ognize that the shortage of housing is a break on the economy as a 
whole and their own production and sales, because you simply have 
to equate floor space with the production and sales of vacuum clean- 
ers. You are not going to sell them unless there is additional floor 
space available, and there is no room for expansion. Lack of that 
available housing, space is an effective deterrent to the manufacturers 
and producers of furniture, of paint, of consumer durable goods, of 
all kinds of equipment that is now coming on the American market 
and is brought within the reach of the American consumer, due to the 
availability of installment purchases. 

Mr. EpetMAN. You have noticed, Mr. Chairman, I am sure, that a 
really very disquieting reduction of employment and output in basic 
steel. We are informed that this is taking place also in the lumber 
industry, in addition to all of these secondary industries which feed 
into the home building and construction industry generally. 

Mr. Rains. Well, I see a note here that steel operations for the in- 
dustry as a whole in the current week we have just gone by were sched- 
uled at only 66.9 percent of capacity and that the lumber prices in the 
Northwest are falling at a most rapid pace, all of which points to the 
fact that the housing industry is beginning to really stumble. In talk- 
ing with a friend last night who is a moneylender, he said “It is strange 
to me that there is no demand for loans now.” He said “We have got 
plenty of money, but nobody is asking for it.” 

I said “You don’t mean to infer that the housing need is being met 
and people just don’t want any more homes ?” 

That seemed to be his idea, but it is my belief, and I wonder if you 
agree with me, that the extremely high interest rates, the unreasonable 
discounts are pricing people out of the market for houses. What do 
you think about that # 

Mr. Suisukin. Well, I think, Mr. Chairman, when Congress laid 
down the policy of the 1949 act, it laid down a principle. The biggest 
trouble that we have had in recent years in housing as in the faulty 
or inadequate administration of these programs. Too much attention 
has been paid to the interests of the moneylenders and the banking 
community. The administration has placed interest before principle; 
[ think this about puts in a nutshell the kind of problem we are dealing 








406 





GENERAL HOUSING LEGISLATION 


with. But let me turn, Mr. Chairman, for a moment to the point that 
you have just made with regard to the unemployment situation in the 
building and construction trades. 

Our testimony here today will be supplemented by a statement from 
the building and construction trades department of the AFL-CIO. 
I trust that the facts with regard to the unemployment in these trades 
will be dealt with in that supplementary statement. 

Mr. Rarns. Fine. 

Mr. Shishkin, you do regard as quite important in housing legis- 
lation one bill Senator Sparkman has introduced which has to do with 
establishing national housing goals? 

Mr. SuisHkin. Yes, indeed, we are very much in support of that 
and hope it will be incorporated in the House bill as well. 

Mr. Rarns. Any questions, Mr. Addonizio? 

Mr. Apponizio. Yes, Mr. Chairman, I have several. 

First of all, Mr. Shishkin, what do you think of the provision in 
this bill that permits no downpayments on homes up to $13,500? 

Mr. Suispxrn. Well, Mr. Chairman, I think if we match this kind 
of recommendation with what is the prevalent practice in the sale 
of new things on the market today, this is a quite reasonable and de- 
sirable provision. Of course the downpayment requirement should be 
applicable to higher priced housing, but the purpose of the congres- 
sional action at this time is to even the imbalance that exists now. 
Housing that is now coming on the market, is within the reach of the 
well to do. Others are being priced out of the market because of 
their financial inability to reach it. 

So this kind of provision would even that out. 

Mr. Everman. Might I supplement Mr. Shishkin’s reply to the 
Congressman? In general, we would say that it would be advisable 
that from a social] standpoint and standpoint of the individual’s finan- 
cial welfare that where it is possible to make some downpayment it 
should be required. 

However, we have seen repeatedly and in so many circumstances 
that it has been absolutely necessary in practice to get around a down 
payment required by what are theoretically improper methods, that 
we feel very strongly that we should honestly face up to this problem. 
In certain areas there is a genuine inability to make downpayments 
by individuals that could, and do, however, meet continuing costs. 
We should deal with this problem realistically and practically. Mr. 
Chairman, we say that an element of discretion be allowed here so 
that when it is not feasible to make a downpayment, that the Admin- 
istrator after due inquiry authorize the seller to proceed with the sale 
on this basis. 

Mr. Apponiz1o. Well, you are aware, of course, that the GI loan 
program for World War II is going to expire July 25. 

Mr. Everman. Yes. 

Mr. Apponzz1o. In view of that, I thought perhaps this particular 
provision might be advisable. 

Mr. Everman. We think it is highly advisable, Mr. Chairman. 

Mr. SuisHxK1n. I agree with that, Mr. Chairman, and I also would 
like to point up—— 

Mr. Apponiz1o. Particularly you will note the fact that the ad- 
ministration will probably oppose the extension of that program. 

Mr. Everman. Yes. 
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Mr. SuisuKrn. But the point I want toemphasize here is we have an 
anomaly in the economy, and that anomaly is no matter what the 
consumer goes out to buy in the market now whether it is a barbecue pit 
or an appliance to be put in the home, this is now available on easy 
terms. But the market for new housing is not on the same footing 
because the business community seems to believe that it is good enough 
for people to buy hand-me-down housing, secondhand housing for 
people to live in. . 

The important thing is to make available new homes to those who 
need these accommodations. 

Mr. Apponizio. There is a provision here which provides loan 
maturities up to 40 years in hardship cases. Do you believe that 
this provision would stimulate more housing demand and would help 
lower downpayments / 

Mr. Suisnxin. Yes, I think so. I think that the combination of the 
two will be of decisive effect and I would like to refer back to the 
figures that I have used in my testimony here, Mr. Addonizio. Our 
data indicates that this would bring within the reach of the families 
with incomes on the annual basis lower by at least $2,000 a year, so you 
are reaching into the middle-income housing only through those means, 
by extension of the amortization period and reduction in interest rates 
and the reduction in downpayments. 

Mr. Apponizio. In your statement you suggested or indicated that 
you were behind the 60-year loan program and the 2-percent interest 
rate, for nonprofit corporation. 

Mr. SutsHkIn. Yes. 

Mr. Apponizio. On yesterday it was suggested to us by a witness that 
perhaps this should be extended even further to profit corporations. 
There were some questions raised about it, but 1 was wondering what 
your feeling might be in regard to that ? 

Mr. SuisuKin. Well, we would like to confine this to the nonprofit 
corporations and cooperatives. 

Mr. Apponiz1o. The witness tried to indicate to us that this would 
be actually a benefit to the individual purchaser of a home and not 
inure so much to the benefit of the builder. 

Mr. SnisuKi1n. Well, actually it will benefit both, and the extent to 
which an entrepreneur that goes into this kind of operation should be 
bailed out of the market, even though he is doing it solely for profit, 
is under serious question in my mind. 

Mr. Epetman. I think you would complicate your problem at 
least in the initial period, Mr. Congressman, by attempting to press 
it that far. It would seem to us the policy of wisdom certainly until 
such program has thoroughly demonstrated its efficacy, is to restrict it 
to the nonprofit field. 

Mr. Apponiz1o. Of course I want to compliment you for your state- 
ment. I agree with a great deal of what you say. I particularly 
want to compliment you for your statement on low-rent public hous- 
ing, because I think that you stated the situation very adequately when 
you said the choice is still public housing or no decent housing at all 
for low-income families, because there isn’t anybody that I know of 
who has come up with a substitute program of any nature that would 
do the job for these people. So just let me congratulate you right 
there. 
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Mr. SuisuKkin. Well, we feel, Mr. Addonizio, that this is a conserva- 
tive approach. The program was launched by the past chairman of 
this committee, Mr. Steagall, years ago. No one could ever describe 
Mr. Steagall as a wide-eyed radical, but he recognized the need, and 
I think that this program has lived up fully to the projections made 
in those years. 

There are faults, and those faults are inescapable, but the important 
and vital point is that there is no substitute for it now. 

Mr. Everman. And I would just add this one further statement, 
Mr. Congressman, with which you would agree in view of the experi- 
ence of cities like your own: The true success of an urban redevelop- 
ment program, it seems to me depends on the provision of a suflicient 
supply of low-rent housing at the proper time in the development of 
any particular program. The existence of public housing projects 
makes possible the proper handling and humane treatment, of the 
families involved, but is also vital to the whole physical appearance 
and amenity of the entire community. I think more and more this 
essential fact is being demonstrated. 

Mr. Apponizio. Lagree. Mr. Barrett. 

Mr. Barrerr. Mr. Shishkin, I just want to commend you on your 
very fine statement. I often wonder what would happen to our 
American families in the low-income bracket if we did not have labor 
organizations such as yours working in their behalf. 

Would you care to comment / 

Mr. SutsuKin. Our activities are done only because we believe 
there is insistent demand for this type of presentation and the formu- 
lation of these data and analyses. We have gone to the extensive job 
of making these estimates of need and so forth. It was a job which 
the administration should have done. There is no reason why a volun- 
tary organization such as the AFL-CIO should have had to under- 
take it. We did it only because of the absence of that essential kind 
of survey on the part of the Government agency. 

We are doing it in response to the urging of our friends and mem- 
bers. In many cities laber organizations which have been pressing 
for a better housing program and working in very close cooperation 
with many of the agencies in the community that are broadly repre- 
sentative of the community as a whole. We are not just speaking 
for the working people in that regard, but we are also reflecting the 
desires and needs of the consumers as a whole 

Also in regard to public housing, I would like to emphasize now that 
in many of the communities the union member is the one in need of 
middle-income housing. Many, if not most, of them have graduated 
from the public housing market. Therefore when we talk about the 
need for public housing, we are talking about a matter of community 
welfare and the public need that goes beyond the direct interests of 
the organized labor movement. 

Mr. Barrerr. Let me ask you one further question about. your com- 
ments on the modernization of public housing. Are there any future 
aspects that you can point out that may be beneficial to the committee 
in offering legislation to increase interest in public housing ? 

Mr. Sutsuxin. Mr. Barrett, I think the problem here is about this: 
I think that the recommendation that we have made with regard to 
the carrying out of the authorization of the 1949 act is about the ex- 
tent of our recommendation at this time. At the same time I think 
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that there is need for not only streamlining, but also perfecting the 
administration of this program here in Washington. 

We have a new Commissioner being sworn in this afternoon. He 
is a good man. I am glad that his confirmation has been obtained, 
and that he is going to take over the job. But there is much to be 
done, not only in low-rent housing but also in urban renewal. 

In community after community I have taken a firsthand look. We 
are not just seeing what has to be done from behind a desk. Mr. 
Edelman and I have traveled around the country to see what is hap- 
pening at the local level, what the peoples are concerned with, what 
the problems are. There is the usual problem of the tremendous 
amount of redtape, of delay, of bickering between the local authority 
which is authorized to outline the program and the public housing 
agency here in Washington. 

“In urban renewal you have initial steps taken by communities in 
applying for assistance in surveys which have been authorized under 
the program, dragging for months and months in Washington. The 
interest fades. The organization to deal with the rotting core of the 
community is there, but there is delay and months later it has fallen 
apart. It should not be. 

Mr. Epetman. May I add to Mr. Shishkin’s comments. I think the 
possibilities of the whole housing program as the one vital way of 
saving a city could be best demonstrated by a quick study of the hous- 
ing program in your community. I think it is perfectly clear that 
in too many cities the public housing authorities have become intimi- 
dated by the type of criticism that is launched against public housing. 
These slanderous declarations, “subsidized, socialism,” and the asper- 
sions on the character and type of people who will live in these 
projects. 

Mr. Apvonizro. And the blowing up in the newspapers of anything 
that happens in public housing. 

Mr. EpveLMAN. Yes; a single case of juvenile delinquency, a single 
instance of illegitimacy, which happens in the “best” families as well 
as those with low income. This program must be conducted with the 
greatest care and scrupulous regard for costs. But to make these 
projects ugly, to make them uninviting it seems to me is a grave detri- 
ment to the community as a whole, to say nothing of the success of 
the program. It is quite clear to me that without additional cost 
you can employ creative yet capable and practical minded architects. 
Philadelphi: . has shown that projects can be most attractive. They 
can be as inviting as they are efficient. 

It seems to me these are all factors to be borne in mind. As I have 
pointed out in previous testimony, Mr. Chairman, wise and sensible 
administration, some due flexibility and commonsense attitude to the 
problem of the overincome tenant are other factors of importance. 
The very new spapers, the most militant detractors of the program, 
who cry out, “You are taking people who don’t really need public 
housing.” And then when you give permission for a few weeks to 
some overincome tenant to remain because he can’t find alternative ac- 
commodations, and the same newspapers and the same detractors 
begin a campaign of virulent slander. It seems to me that all of these 
things have to be met and that we have to adopt a very commonsense 
attitude. But above all it seems to me I think we have got to make 
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the projects look good, they have to be well maintained, and they 
have to “ properly planned. 

Could I just finally mention, Mr. Chairman, the experiments in 
certain cities, of building smaller projects, of permitting occasional— 
where it can be justified economically—some rehabilitation in the low- 
rent field. We believe that local authorities in smaller cities are build- 
ing some projects composed of single family homes. All of these 
experiments and others, it seems to me, must be pursued and be 
given an opportunity for testing. 

I think much could be done to win widespread public acceptance 
of the program, and enthusiastic support for its continuance. 

Mr. Barrerr. May I ask you this question? If the program was 
encouraged, wouldn’t it be easier to relocate these families ? 

Mr. Epetman. Exactly. 

Mr. Barrerr. Wouldn't it be easier to convince the realtors that 
these are honest families who have never had a chance to advance? 

Mr. SuisHKin. I think very much so. 

Mr. Barrett. These people are poor, and they feel they will bring 
squalor to the new community where they live. Many realtors turn 
them down on that basis. 

Mr. Suisuxrn. I think that is right, but we must observe over 
the years there has been a change in the climate, I think more and 
more homebuilders and entrepreneurs in the housebuilding field have 
recognized the changing of slums into good livable housing lifts 
values in the whole community, provides an incentive for new markets 
opening up around our cities and there has been much more receptive 
kind of attitude on the part of many of the private homebuilders than 
we have had before. So I think this is progress. 

But Mr. Chairman, before I leave here I just wanted to leave one 
thought. Your committee by action on this legislation can do more 
than anyone in the Congress today to help avert a recession of 1960, 
It is a crucial issue. We believe that the housing legislation that is 
before you squares with the recommendations we have put before you. 
We hope it will have the support of the committee and the Congress. 
We feel that it is very vital and important at this time. 

Mr. Rarns. We appreciate you gentlemen coming and you give us 
a good statement. All I can say is that this committee is going to do 
its very best to do a good job. 

We appreciate your coming here and helping us with your sugges- 
tions. 

Mr. Suisuxin. Thank you very much, Mr. Chairman, and members 
of the committee. 

Mr. Rarns. The next witness is Pete Knox, cochairman of the 
legislative committee of the Home Manufacturers Association. Pete, 
come around. We are glad to see you, sir. We are always glad to 
have you before the committee. : 


STATEMENT OF PETER S. KNOX, JR., COCHAIRMAN, LEGISLATIVE 
COMMITTEE, HOME MANUFACTURERS ASSOCIATION; ACCOM- 
PANIED BY PAT HARNESS, EXECUTIVE VICE PRESIDENT 


Mr. Knox. Mr. Chairman and members of the committee, my name 
is P. S. Knox, Jr. I am president of Knox Homes, Inc., of Thomson, 
Ga., and am testifying in behalf of the Home Manufacturers Asso- 
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ciation as cochairman of our legislative committee. With me is Pat 
Harness, our executive vice president. 

The Home Manufacturers Association is composed of companies 
which produce the great bulk of prefabricated, or factory-built homes 
in the United States. Last year our companies manufactured 132,000 
units, an alltime record. Since our companies sell to over 6,000 dif- 
ferent. home builders, who in turn erect the house and sell it to the 
home buyer, we are in a unique position to keep a close ear to market 
conditions and problems. Home manufacturing concerns now ship 
regularly to every State in the Union, including Alaska and Hawaii. 
We appreciate the opportunity to again comment on legislative pro- 
posals before this subcommittee. 

As the chairman will recall, this association supported H.R. 9371, 
the Emergency Home Ownership Act. We supported it because we 
felt. it contained provisions which would help the cause of home- 
ownership and provide a ready answer to any downturn in housing 
starts. 

At this time I would like to comment on some of the sections in the 
proposed Home Financing Act of 1960, as well as H.R. 12216, which 
we believe to be of great importance. I'll take the items in order of 
importance in our opinion. 

No. 1. We strongly favor enactment at this session of legislation 
providing for a workable central mortgage bank facility. Without 
going into a detailed analysis of all bills relating to a central mortgage 
bank, we feel that H.R. 12216 makes the best vehicle for an effective 
central mortgage reserve facility. 

The merit and demerits of H.R. 12216 versus, or in addition to, ex- 
pansion of FNMA support operations as proposed in H.R. 12153, 
we will leave up to more qualified witnesses, What I want to do is to 
assure this committee that a central mortgage banking facility is 
needed desperately to smooth out the peaks and valleys in mortgage 
fund availability. The further away you get from Boston and New 
York, the greater is the need. 

I hope the Congress will have the opportunity at this session to 
discuss and approve separate legislation for such a facility. We 
hope further that proposals for a central mortgage bank can be kept 
separate from other proposed housing legislation so that it can be 
viewed and passed as separate legislation. 

For the past 3 years our association has recommended to this 
subcommittee that housing legislation should be enacted to permit 
FHA to insure loans for subdivision development and for street 
and utility installations, Our observation was and is that one of 
the urgent needs for the future of housing is financing facilities for 
better planned community or subdivision programs. 

We are glad to see a provision for FHA insurance for site prepara- 
tion and development contained in section 401, title IV of the Home 
Financing Act of 1960. We support this proposal. We feel such a 
program will help provide insured financing help for the small 
builder to develop land. 

Otherwise, home building could very quickly become in the 1960’s a 
monopoly of the relatively few well capitalized large land developers; 
and the leslie competition that the small builders have given these 
large operators will cease to exist. 
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We are in favor of measures that reduce the financing burden of 
home purchasing. The reduction in FHA insurance premiums on the 
conditions set forth in the bill seem worth while. Such reduction 
would be permissive, as we understand it. If there is no reduction, we 
feel FHA should take more risk for its insurance premium. . 

We favor elimination of the 1 percent prepayment penalty after 
the loan has matured 5 years. ; 

HMA has no policy on the question of no downpayment financing 
on low cost homes up to $13,500. We have not had an opportunity to 
poll our membership on this matter. This is quite a controversial 
issue and no firm opinion has been jelled at this time. Personally, 
however, I would like to say that downpayments at this time are not 
the major bar to home ownership in the low cost market. The high 
cost of financing is a major factor and I feel that all such measures 
must be weighted against a possible adverse effect with investors that 
would tend to undermine confidence in the mortgage investment field. 

The no downpayment proposal itself, of course, would increase the 
burden of purchasing even though it could also be coupled with 
longer terms. I feel lender discounts on such loans would make it 
unworkable, if it were feasible by other standards. I would rather 
see a broadening of the market by FHA’s acceptance of more risk 
in their credit evaluation policies. 

The Housing Act of 1959 amended section 2031 of the National Hous- 
ing Act, relating to low-cost housing in outlying areas, to increase 
the maximum mortgage which may be insured under that section 
from $8,000 to $9,000. We had great hopes that such an increase 
would stimulate construction in that price bracket but from what 
we can determine this has not occurred. 

Our companies report that most lenders do not provide funds for 
this type of loan because FHA will not permit the regular one-half 
point service charge allowed on other 203i loans up to $8,000. We 
would like to see a section included in the Home Financing Act which 
would provide for the one-half point service charge to be applied on 
203i loans up to $9,000 and up to $10,000 in high cost areas. If this 
were done, we predict a large increase in this program to benefit the 
very low income group. 

We favor increase of the present 30-year maximum loan maturity 
to 35 years and the accompanying permissive authority for approval 
by the Commissioner of terms up to 40 years in hardship cases where 
the family could not otherwise meet the monthly payments. 

On FNMA amendments to its secondary market function, we sup- 
port amendments which would require FNMA to purchase any FHA 
or VA mortgage offered to it so long as title is good and the mortgage 
not in default. 

We also support amendments which would require FNMA to re- 
duce its stock purchase requirement from 2 percent to 1 percent. 

On the proposal for title III of H.R. 12153 creating a secondary 
market for conventional mortgages within the Home Loan Bank Sys- 
tem, we have no policy. We are for measures which broaden the op- 
portunity for homeownership. However, such a secondary market 
facility should not run contrary to the best interests of a central mort- 
gage bank as proposed in H.R. 12216. 

With your permission, Mr. Chairman, I would like to supplement 
and extend these prepared remarks by stating that based on further 
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study over the weekend the need for action is urgent. The time is 
upon us when we ought to do something. In the first place, I call at- 
tention to the U.S. Department of Commerce reports on housing starts 
for the month of April 1960, which states that there was a reduction 
of 22 percent below pe 1959. 

In terms of actual units there have been 80,000 less houses started 
in the first 4 months of 1960 than in the first 4 months of 1959, and 
what is even more alarming is that there was a reduction of 30,000 units 
in April 1960 over April 1959, which is an even more precipitate down 
trend than occurred in the earlier months of the year. 

That is conclusively indicative of the trend that is taking place. 
Again with your permission I would like to read from the May 20, 
1960, Bulletin of Biddle Purchasing Co., probably the most outstand- 
ing professional purchasing agent in the building materials field, a 
bulletin just received after our original testimony was prepared. 

With respect to the market for yellow pine, activity has dropped to the lowest 
level of the year. Many mills operating on a hand-to-mouth basis are quite dis- 
turbed at the outlook which most had expected to be on a rising scale by now. 
Many producers find prices are not the real factor as the majority of buyers 
buying for immediate needs are not altogether price conscious. The problem 
is the lack of volume on common board and dimension items. Activity is not 


confined to any particular consuming area and the available business is pretty 
well scattered. 

You will be particularly interested in this comment : 

Lower prices from Alabama mills are noted below and downward adjust- 
ents are expected in other areas as many producers are now operating at the 
bottom of their order files. 

And now with respect to oak flooring, another key building ma- 
terial: 

From all indications new order volume this week has dropped below the slow 
pace of the past 2 weeks. This is just last week that I am talking about, when 
production exceeded orders by a very large margin. Obviously no real stability 
can be expected in this market until the supply-demand ratios are in better 
balance. Manufacturers contacted in Arkansas on a personal visit this week 
readily admit developments of the past 2 to 3 weeks to be quite disturbing. 
While the majority are working from orders booked earlier, several had no 
coverage ou available stock, resylting in idle loading groups. 

That summary of market conditions in the yellow pine southeastern 
area and in the oak flooring business throughout the Nation is fur- 
ther indicative of the severe downtrend that is occurring. 

I would like further to comment that it is our observation that 
two major factors are responsible for the sharp drop in housing, or 
really one major factor that has two principal causes. We simply 
are unable to obtain qualified purchasers for out of about two-thirds 
of the people who are prospective house buyers primarily for the rea- 
son that housing on today’s market has priced itself out of reach of a 
substantial portion of our total population. 

The two factors contributing most heavily to the high level of 
housing prices are the cost of improved land on the one hand and the 
cost of financing on the other. Actually, the cost of the building ma- 
terials that go into the house, the brick and the mortar, the paint, 
and the lumber, has not increased substantially. Practically all of 
the increase has occurred in the price of land. 

The National Association of Home Builders say that the price of 
an average lot is 214 times higher today than it was in 1950, just 10 
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years ago. The increase in the cost of financing a house has been 
approximately 19 percent in the same decade. The total cost of the 
house is more than offset by these increases in the cost of land and 
these increases in the cost of financing, so that much of the efforts 
of concerns like ours and manufacturers that we represent who under- 
take to make progress through improvements in technology through 
the application of mass production methods to the production of hous- 
ing to bring about better housing at lower cost are finding these ef- 
forts on our part nullified very largely because of the increase in the 
cost of land and the increase in the cost of financing. 

It is for this reason primarily that we urge upon you serious con- 
sideration and the adoption raf passage of legislation such as we for 
3 years have recommended to provide a basis for FHA insurance 
to apply to the acquisition and improvement of residential subdivi- 
sions, because through that means we are confident that the cost of a 
finished, improved lot can be substantially reduced. 

One of the principal elements entering into the substantial increase 
in the cost of improved lots has been the absence of any type of 
financing and today the housebuilder goes out to find a sugar daddy 
somewhere and has to pay him 20 percent or half of his profit or 
some other ridiculous figure in order to get the funds with which 
to improve a lot, and as I think I have said before, you can’t build 
a house and swing it in the air, you have got to have a lot to put it on 
and that is fundamental to the whole program. 

As to reductions which would make possible lower cost housing 
through financing, we see other long-range solution than the central 
mortgage bank which even then would require time and time which 
we increasingly seem not to have, so that the most important and 
most urgent requirements at the present time are the extension of 
FNMA’s program, the liberalization of the FHA 203i program mak- 
ing the one-half of 1 percent additional service charge mandatory 
and not ignored as has been the case thus far, the further encourage- 
ment of an extension of the urban renewal program that would 
eliminate so many substandard houses and make available the land on 
which they now rest for new construction, the combination of all of 
these programs which in effect facilitate a total reduction in the cost 
of housing through special assistance financing as far as financing 
costs are concerned and through insurance of land improvement pro- 
grams as far as the cost of land is concerned, is in our opinion the 
best way that we can make housing available to this 50 percent of 
the market who simply can’t qualify for any type of housing, any 
type new housing that is offered to them at the present time. 

I would urge as prompt action as possible. by nature am an 
optimist ; but I am concerned, and quite seriously concerned, over the 
increasing decline in housing starts as reflected by these two evidences 
that I have sought to bring to your attention. 

Thank you very much, gentlemen. If there are any questions, 
T would be glad to answer them. 

Mr. Ratns. Mr. Knox, you make a most complete witness. You 
don’t waste words and you pinpoint the situation about as well as 
any witness we have had. at we need then immediately is to 
quit taking a rosy attitude about housing starts that are continuing 
to tumble month by month. There is no use kidding ourselves. What 
we need is to get the Senate to enact H.R. 10213, the Emergency Home 
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Ownership Act, as promptly as possible. You think also that this 
committee should pay particular attention to the effort to provide an 
insurance program for the development of raw land under FHA; 
is that right ? 

Mr. Knox. Yes, sir. 

Mr. Ratns. I want to say that I was quite impressed last year with 
the 132,000 units that your industry built, and I would like to say 
to the members of the committee that I see a great deal of housing 
that Mr. Knox builds and also the housing another firm in my own 
district, Kingsbury Homes, builds, and it is among the finest that 
I see anywhere. 

I can remember the time, Mr. Knox, and Mr. Harness, when people 
referred to prefabricated housing with a certain kind of condescen- 
sion, but today it is turning out to be one of our very finest segments 
of the homebuilding industry, and I am real proud of it, and you 
gentlemen have a right to be. 

Mr. Knox. Thank you, sir. 

Mr. Rarns. I have only a question or two here. You say you are 
in favor of applying the one-half of 1 percent service charge to loans 
up to $9,000. Now that provision we know as the Sikes amendment 
because Bob was the man who pushed it so much last year, and it was 
never our understanding there was going to be any difference with 
reference to the operation of the service charge because of that increase. 

The truth is if you are going to charge 514 percent interest, one-half 
of 1 percent insurance premium plus one-half of 1 percent service 
charge, it makes it look a little high, doesn’t it, for people who would 
be in that price bracket ? 

Mr. Kwox. Well, it would be better if it were lower, there is no 
question about that, but from the standpoint of competition in the 
investment market with a low denomination mortgage, we simply 
can’t attract investment funds. 

Mr. Rains. Let me get it straight in my mind. Presently up to 
$8,000 under that program, does the FHA charge one-half of 1 per- 
cent service charge ? 

Mr. Kwox. Yes; they do. 

Mr. Rarns. And what do they do on the 2031’s that go up to $9,000? 

Mr. Knox. They do not. The additional one-half of 1 percent 
service charge while permitted by law is not operative as a matter 
of administrative policy in FHA so in effect the mortgage lenders, 
the investers, tend to limit their investment in 203i mortgage loans to 
those not exceeding $8,000 in amount. 

Mr. Ratns. It seems an arbitrary decision to me, doesn’t it to you? 

Mr. Knox. Yes; it seems to be arbitrary but it has had the effect of 
producing no business in this 203i program. 

Mr. Rarns. Would there be any business on 203i, at $9,000, if that 
one-half of 1 percent were allowed ? 

Mr. Knox. Yes, sir. 

Mr. Rarns. You think there would be? 

Mr. Knox. We think it would more than treble the volume possible. 
It is another device which would encourage builders to get into this 
low-cost housing field where there are more potential customers than 
in any other area. 

., i Harness. That $1,000 area right now seems to be a noman’s 
and. 
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Mr. Rains. What about that $50 million backup that we had for 
2031’s in FNMA, under the emergency bill we passed 4 

Mr. Harness. That would be a big help. 

Mr. Knox. It is not available yet. 

Mr. Rarys. That is in the bill before the Senate ? 

Mr. Harness. We supported it; yes. 

Mr. Knox. That is in H.R. 9371 and it would be very desirable, par- 
ticularly if FNMA didn’t in turn take the same policy as FHA and 
say “We won't buy 203i’s with the one-half of 1 percent service 
charge applicable if they exceed $8,000 in amount.” 

Mr. Rarns. We will make a note of that and see what we can do 
about it. There are other questions, but I am going to pass along. 
Are there any questons, Mr. Addonizio ? 

Mr. Apponizio. Mr. Knox, you have painted a rather bleak picture 
of the entire housing industry in my opinion, not only as it affects hous- 
ing starts, but also the entire economy as it affects housing. Now in 
view of that, and in view of the fact that this administration is op- 
posed to the extension of these GI loans for World War II veterans, 
don’t you think that this committee should do something along the 
lines of no downpayments for FHA loans up to houses that cost 
$15,500, if for no other reason than to fill the gap that this will leave? 

Mr. Knox. I personally think so, Congressman. I think that the 
experience that has been proven with the no-downpayment GI loans 
is certainly an indication that it is a workable program. The major 
concern that seems to be expressed by builders with whom I have dis- 
cussed this no-downpayment provision on FHA loans is the question 
of whether or not we won’t be losing more than we will be gaining, 
and by that I mean if the discounts on a no-downpayment FHA loan 
by the investor increase to the point where they are equal to the no- 
downpayment GI loans, some 8 or 9 or 10 points, the builder will 
actually be losing more than he gains in the way of customers and 
several builders have indicated if in order to get 97 for their mortgage 
instead of 92 they would rather beat the bushes and find a man who 
can make a 3-percent downpayment, and that is really the source of 
the problem as the builders view it. 

Now if a no-downpayment FHA loan had a supported market then 
it would be wonderful. If it had an unsupported market, I am afraid 
we would be subject to additional mortgage discounts. 

Mr. Apponizro. You don’t feel that this would help expand the 
market for homeownership ? 

Mr. Knox. Well, I think if it results in a deficit to the builder who 
is going to create the housing, I think that would limit the extent to 
which it could expand the total market. 

Mr. Apponiz10. May I say to you also that I think you have pin- 
pointed one of the major problems facing the building industry and 
that is the excessive costs of the land and land development. I was 
happy to see you endorse this section of the bill that deals with this 

roblem. I am hopeful that the committee will do something very 
definite in that direction. 

Thank you very much. 

Mr. Knox. Thank you, sir. 

Mr. Rarns. Mr. Barrett. 
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Mr. Barrerr. There is just one point, Mr. Knox, that I want to 
clarify. You indicate it is not the cost of lumber or labor, but land, 
and what is the other? 

Mr. Knox. Financing. 

Mr. Barrerr. High interest rates ? 

Mr. Knox. Yes, sir. 

Mr. Barrert. That is all. 

Mr. Ratns. Mrs. Griffiths? 

Mrs. Grirrirus. I have no questions. 

Mr. Ratns. You make a very good witness. We appreciate your 
coming before us. 

Mr. Knox. Thank you. 

Mr. Rarns. Our next witness is Mr. Robert M. Morgan, speaking 
on behalf of the National Association of Mutual Savings Banks. We 
are glad to have you, Mr. Morgan, and glad to have Mr. McKeena with 
you. You may proceed with your statement. 


STATEMENT OF ROBERT M. MORGAN, NATIONAL ASSOCIATION OF 
MUTUAL SAVINGS BANKS 


Mr. Morean. Thank you very much, Mr. Chairman, on behalf of 
the National Association of Mutual Savings Banks I want to thank 
the subcommittee for the opportunity to present this statement. 

Mr. Ratns. Before you start in your statement, suppose you iden- 
tify yourself and tell us where you are from and what your connection 
with the savings banks is. 

Mr. Morean. I would be glad to. My name is Robert Morgan and 
I am vice president and treasurer of the Boston Five Cents Savings 
Bank in Boston. I am also chairman of the Mortgage Investments 
Committee of the National Association of Mutual Savings Banks. 
That association has some 517 banks scattered through 17 States, 
mostly in the Northeast, although we have banks on the west coast 
and Middle West as well. 

Mr. Rains. Now, you may proceed. 

Mr. Morean. Our national association has long held the view that 
the public interest is best served if the great bulk of shelter adequate 
for the needs of our population is provided through private financing. 
Government aid, we feel, is warranted only in those segments of the 
housing field where these needs are not being met from private sources 
of credit. 

It becomes obvious that Federal] legislation in this field must be care- 
fully prepared so that it supplements, rather than supplants, private 
funds available for the provision of homes. With this in mind, I 
should like to offer a few observations on H.R. 12152, H.R. 12153, and 
H.R. 12216, now pending before this subcommittee. 

H.R. 12152 deals primarily with problems related to urban renewal. 
At the outset, let me say that mutual savings banks have taken an 
active part in encouraging urban renewal and the prevention of hous- 
ing blight in communities. 

This they have done both by taking part in local planning efforts 
to develop workable plans for urban renewal, and also by aiding in 
financing the projects agreed upon. With the strict laws confining 
branching of mutual savings banks to a limited geographical area 
generally close to the principal office, our savings banks have, you 
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might say, an element of self-interest in maintaining the good condi- 
tion of the area surrounding the savings bank offices. But beyond 
that, savings bankers have pitched in to help out these projects as a 
matter of good citizenship. 

I am glad to say I personally, with a small group of people, am 
working on urban renewal in my own city of Boston. This is the 
private side of what the laws purport to accomplish. 

To evidence this position of positive cooperation adopted by our 
national association, attention is reapeuthuth invited to the follow- 
ing item in the printed program of the second Washington conference 
sponsored by the national association in cooperation with the State 
savings banks associations from February 2 to 4, 1960. Item V, on 
page 12 of that program, directed to the attention of the Housing and 
Home Finance Agency, reads: 

Y. The mutual savings banking industry stands ready to support needed, well- 
planned-and-executed urban renewal programs. Federal administrative efforts 
should be concentrated on developing procedures for expediting these complex 
programs. 

Coming now to the specific proposals contained in H.R. 12152, 
it obviously becomes a matter of judgment as to the exact amount of 
money that should be provided for a family displaced in the course of 
an urban renewal project. While as a matter of principle it would 
probably be preferable to measure this amount against actual damages 
incurred by the family because of its displacement, it is undoubtedly 
true that with today’s costs of moving and value of property lost direct- 
ly in the move, that measure might well result in a payment higher 
than the $200 now provided by law or the $300 proposed in section 
10(a) of the bill. 

I have had occasion to see a good many families who have had to be 
displaced in connection with this program and I want to insert at this 
point that I think this provision for payment of damages is a very 
worthwhile move. 

In any event, the amount proposed should be a ceiling rather than 
the arbitrary payment permitted to be made by present law in lieu 
of reasonable and necessary moving expenses. 

The same principle applies to the proposal in section 101(b) of 
the bill to permit displaced businesses reimbursement in excess of 
$3,000 for certified actual expenses of moving. 

Since the displacement of persons and businesses is beyond the con- 
trol of the parties subjected to displacement, they are morally entitled 
to at least partial reimbursement for losses they sustain due to their 
forced removal. 

The idea expressed in section 101(c) is also worthy of favorable 
consideration. Displaced business is deserving of an opportunity 
to relocate in its original location if this is consistent with the work- 
able program devised for the urban renewal] project. 

And I am frank to say that I think many of the projects have not 
given the occupant in the territory a chance to come back in. 

This thought is related in spirit to the preference set up in favor 
of former owners in the disposal by the Federal Government of surplus 
property. 

Section 101(d) would provide full payment from Federal funds of 
the salary of a full-time business relocation officer. As this type of 
position would more likely exist in large metropolitan areas, it would 
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seem to create a payment discrimination in favor of large communi- 
ties and adverse to smaller communities where such an assignment may 
require only part-time work. i) 

It would seem preferable to preserve the pattern requiring local 
sharing in the general cost of the project without exempting any spe- 
cific type of job. There is a discernible distinction between providing 
reimbursement for displacees and providing Federal salaries for ad- 
ministrative personnel concerned with positions involving the prob- 
lems of displacees. ; 

Section 102 would permit Small Business Administration loans to 
displaced small businesses on the same terms as loans to disaster vic- 
tims. While it would seem advisable to give displaced small business 
a preference for regular SBA loans, it may be questioned whether they 
should receive lending treatment as liberal as that extended to disaster 
victims. The latter may well have lost all the physical assets of busi- 
ness, whereas the displaced small business will at least have stock in 
trade and other equipment inventory as assets for removal to a new 
location. What such business enterprises require is access to credit, 
but not necessarily long-term, low-interest credit at a rate of interest 
less than that at which the Federal Government can itself obtain the 
funds for lending. 

Title II proposes direct loans by the Federal Government for as 
long as 60 years at an interest rate comparable to that charged for 
rural electrification loans—as low as 2 percent—to enable nonprofit 
corporations to construct rental housing for the limited group of dis- 
placed families whose incomes are too high to qualify them for admis- 
sion to low-rent public housing but too low to pay economic rent for 
adequate privately owned shelter. 

Rather than build entirely separate facilities for this quite limited 
category of persons—deserving though they be of sympathetic help— 
would it not be better to consider some form of supplemental pay- 
ments to these families to bridge the gap between their income and 
the amount needed to enable them to pay economic rent in privately 
owned housing? 

This approach would avoid the probability of erection of special- 
ized housing for a shrinking class of individuals. Since the class de- 
creases as the income of its members goes either up or down, resulting 
in vacancies in the special projects, new problems of use for such proj- 
ects would be presented to the Government during the long-term life 
of the Government loan made to finance the projects. 

Title III would place hospitals not operated for private profit in 
the same category as colleges and universities for inclusion of urban 
renewal expenditures by such institutions within the category of local 
grants-in-aid. 

This ot is obviously intended to encourage the providing 
of more hospitals in urban renewal projects. I really question whether 
an urban renewal project needs or wants a hospital. Hospitals are not 
necessarily characteristic of a particular type of housing. It should 
be carefully considered whether expenditures of the type contemplated 
truly constitute local grants-in-aid. If encouragement of hospital 
construction is to be provided through the use of Federal funds, would 
not the more direct approach of such legislation as the Hill-Burton 
Act, specifically designed for that purpose, be more appropriate to 
solution of the problem ? 
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H.R. 12153, the Home Financing Act of 1960, deals with several 
broader aspects of Federal aids to housing. 

Extension of the FHA title I home improvement program for. 2 
years, as provided by section 101(a), is appropriate for this worth- 
while program. 

The title I program itself, properly administered, should be con- 
tinued, though I recognize there is a good deal of difference of opinion 
in this matter. 

Section 102 would authorize lower downpayments, increased terms 
for loan maturity and higher range of valuation for FHA-insured 
mortgages. Since FHA has only recently placed in effect the easier 
downpayments authorized under earlier Federal law, it would seem 
wiser to appraise the effect of this move before providing for still 
lower downpayments—too frequent changes in the rules of the game 
make it very difficult to follow both for the borrowers and the lenders. 

As a rule of thumb, a purchaser should have some equity invested 
in the home he is purchasing. Extending the loan maturity has the 
unfortunate tendency to slow the rollover in funds available for in- 
vestment in mortgages. And I would just like to comment on this 
extending of the term steadily. I have appeared here several times 
and advocated a longer term, and I am reluctantly coming to the con- 
clusion as I see the return of funds to the lenders decrease and we have 
less funds available to put out, that the steady extension of terms 
longer and longer is neither helping the borrower nor helping the 
economy. 

Section 102(d) would amend section 203(c) of the National Hous- 
ing Act to require a premium of one-fourth of 1 percent for FHA 
insurance except that the premium could be increased to not over one- 
half of 1 percent if the FHA Commissioner finds that adequacy and 
soundness of FHA insurance programs require an increase, 

In an earlier statement filed with this subcommittee, I stated our 
national association had no objection to reducing the minimum FHA 
premium to one-fourth of 1 percent of the principal outstanding, pro- 
vided FHA studies show such amount to be adequate, 

In my opinion, this approach would still be preferable. However, 
the provision in the bill is itself preferable to an earlier suggestion that 
the premium be fixed at one-fourth of 1 percent for an esa time. 

Section 102(e) would amend section 203(c) of the National Hous- 
ing Act to prohibit the charging of a fee for prepayment of an FHA 
mortgage loan after 5 years have elapsed from the date of the loan. 

You will, of course, remember that the fee goes back to the FHA 
and does not get to the lender in any case. Instead of completely 
abolishing the prepayment charge after the loan has been outstanding 
for 5 years, it would seem preferable to reduce the charge to one-half 
of 1 percent at that time and eliminate the charge only after the 
loan has been outstanding for 10 years. This would tend to prevent 
the shifting of mortgages from one lender to another. 

Section 103 deals with rental housing. By leaving it to the Fed- 
eral Housing Commissioner’s discretion to regulate and restrict the 
mortgagor under section 207 housing, the bill places a burden on him 
to prevent a recurrence of conditions leading to the congressional in- 
vestigation of former section 608 rental housing, for in the case of sec- 
tion 608 housing, added areas of abuse were opened when the Com- 
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mnissioner’s agents did not choose to exercise effectively similar dis- 
cretion then vested in him. 

Presumably, use of the test of a percentage of replacement value as 
a measure of the permissible amount of the mortgage instead of using 
the test of cost of completed improvements, will afford an opportunity 
to take account of the cost effects of inflation, especially im view of 
the many items specifically proposed to be included in computation 
of replacement cost. f 

Providing a maximum of 44 years from the estimated completion 
date of the project as the term for section 207 mortgages instead of 
leaving the term to the Commissioner’s discretion may add more cer- 
tainty to the statute, but it seems questionable whether such a long 
term should be permitted. ‘The longer the term, the less turnover 
there is apt to be in funds available for mortgage investment. 

Most of the provisions in section 104, dealing with cooperative hous- 
ing, seem designed to encourage more liberal terms for financing this 
type of housing. The more liberal connotation of replacement cost, 
a percentage of which is used as a measure of permissible mortgage 
amounts, is a case in point. 

We have no objection to this proposal in the case of this specific 
specialized program. However, we question whether, as section 
104(c) of the bill would provide in section 213(b) (2) of the National 
Housing Act, the economic feasibility of a project should be tested 
solely by the factors of people in the community who need such hous- 
ing and who can afford to pay the monthly charges required. A 
missing element in applying this test seems to be whether such people, 
though they need and can afford such shelter, have a desire to live 
in &@ cooperative project, which entails many peculiarities of owner- 
ship not present in more usual types of homeownership. 

It is also noted that section 104(d) (2) setting a limit of 2 years 
after the estimated date of completion of a cooperative housing project 
for the beginning of amortization is less generous than section 103(d) 
which would permit a 4-year maximum in the case of section 207 rental 
housing. Perhaps the subcommittee will want to consider making 
these provisions more comparable. 

Section 104(e) would reduce from eight to five the minimum num- 
ber of families required to qualify a project for section 213 financial 
assistance. ‘The motive is good, but it should be borne in mind that 
a vacancy of one unit out of five would throw a more severe financial 
burden on the remaining families in order to keep up the project mort- 
gage payments than would a vacancy occurring in one unit out of eight 
or more. 

Section 104(f) is a desirable attempt to discourage fraudulent use 
of the liberal financing available under section 213 by mortgagors that 
fail to observe their obligation to sell the project to a nonprofit housing 
corporation or trust. 

It would make it possible for the Commissioner to pierce the cor- 
porate veil of such mortgagors that seek to evade the prohibition 
against obtaining further financing under section 213 by forming new 
corporate entities for that purpose. 

Section 104(g) would add a new subsection (j) to section 213 giving 
first preference to consumer cooperatives in purchasing projects com- 
ing into the hands of the Commissioner through mortgage defaults. 

We favor such a provision as long as private, rather than public, 
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funds are to be used by the consumer cooperative in order to make the 
purchase. 

Section 104(h) creates a mutual mortgage fund for section 213 co- 
operative management housing and another for cooperative sales hous- 
anger he theory is entirely acceptable. 

ection 104(i) authorizes appointment of an Assistant Commis- 
sioner for Cooperative Housing, a sound idea in view of the special 
roblems of administration and financing inherent in the cooperative 
ousing field. 
_ Section 104(j) permits the separate handling of cooperative hous- 
ing financing planned in the same area by a single nonprofit coopera- 
tive corporation. Such an arrangement should spread the overhead 
cost among all the projects involved while at the same time providing 
the advantage of compartmentation so that financial trouble in one 
project will not adversely affect the occupants of other projects. 

Section 105 would increase the total authorization for FHA insur- 
ance to an as yet unspecified amount. It would be preferable to grant 
FHA an open-end authorization for insurance purposes. FHA has 
always avoided abuse of its power to use the insurance authorization 
made available to it. 

Assurance of sufficient authorization would discourage artificial 
runs on FHA insurance authorization that contribute to instability in 
the mortgage market. And I can’t emphasize too much the necessity 
in the long run for the Congress to take this kind of action. 

Section 106 would increase the permissible amount of the FHA 
mortgage insurance on a one-family residence under the section 220 
program for homes in an urban renewal area from $22,500 to $25,000. 
It would also permit a higher loan-to-value ratio for eligible housing 
containing one or more units. 

For all such housing, a maximum maturity of 42 years from the 
estimated date of completion of the project would be permitted, in 
lieu of leaving the maturity within the discretion of the Commissioner. 
This seems too lengthy a maximum for one- to four-family homes. 
A better case can be made for a long maturity for multifamily housing 
under this program. 

The maximum maturity for loans on housing having the same num- 
ber of units should be the same under section 220 and section 213. 
In passing, it is noted that the maximum maturity under section 207 
would be fixed at 44 years after the estimated date of completion of 
the project. The subcommittee may wish to consider making this 
program consistent with section 220 and section 213 programs as re- 
gards maximum maturities on housing with comparable numbers of 
units. 

Section 106(e) would authorize an Assistant Commissioner for 
Urban Renewal and Relocation Housing to administer the section 220 
and section 221 programs. This step is acceptable as a means of expe- 
diting completion of urban renewal programs, many of which are 
plagued by complexity and delays. 

I would like to emphasize at this point that the appointment of a 
special assistant in this situation would be very helpful in my opinion. 

Section 107 makes parallel suggestions for amending section 221 of 
the National Housing Act, under which FHA insures mortgages on 
relocation housing outside the rehabilitated area. It also would pro- 
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vide a maximum term of 42 years for maturity of the mortgage, a 
term I believe longer than desirable in the public interests. 

Section 108 would add a new FHA insurance program for con- 
structing small rental housing projects containing a minimum of eight 
family units. I skip comment upon this program due to the lack of 
information concerning the need for a special program applicable to 
this type of rental housing project. I note in passing however, that it 
is vulnerable to financial troubles caused by vacancy ratios. 

As a matter of fact, our major problems in our larger rental housin 
stem very frequently from our programs on one-, two-, three-, oat 
four-family units. 

Section 109 dealing with housing for the elderly would amend the 
present FHA insurance provisions along the line of amendments pro- 
posed in this bill for section 220 and section 221 programs. The maxi- 
mum maturity of 42 years from the estimated date of completion of 
the project is subject to the same considerations I have noted earlier. 

Section 110 would include as an item in computing replacement cost 
of multifamily housing the fees and charges FNMA would charge 
for commitment and purchase of the mortgage. This provision ap- 
pears to rest on the assumption that all such mortgages will be sold 
to FNMA. It becomes a phantom cost item where this event does 
not transpire. I think this gga should preferably be omitted, 
since it would treat a possible cost in the secondary market as a 
positive initial cost of construction. 

Title Il of H.R. 12153 includes an effort to utilize Federal National 
Mortgage Association to perform some of the functions of a central 
mortgage bank for eligible FHA and VA loans. Our national asso- 
ciation fully agrees with the desirability of increasing the liquidity 
of mortgages by providing an active market for their purchase. One 
drawback has been the numberless factors making it difficult to judge 
the value of one mortgage against another. To mention a few, forms 
differ, terms differ, credit worth of mortgagors differ, foreclosure 
remedies differ. Yet it is dubious whether it is in the public interest 
to ignore these differences and provide a mandatory market through 
the purchase of certain mortgages by FNMA. The proposed lending 
of funds by FNMA upon the security of certain mortgages is a 
variant of a purchase and sale agreement presently made available 
by FNMA. 

Our national association is taking part in a study of this broad 
problem being conducted under the auspices of one of our leading 
universities. 

It would prefer to await the results of this study before taking a 
definite position on how best to achieve a true central mortgage 
market. 

I think Dr. Grebler at the University of California is heading up 
this study. Unfortunately the results will not be available for some 
further period of time. 

Title tr proposes a secondary market for conventional mortga, 
to be operated through a newly created Home Mortgage Corporation 
directed by the Federal Home Loan Bank Board. Membership in the 
Corporation would be handled similar to membership in the Federal 
Home Loan Bank System. The Corporation would ultimately come 
into ownership of its users through their purchase of stock, although 
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initial capital would be provided by Federal home loan bank purchases 
of stock. 

The Corporation could also raise capital by selling its debentures 
to the public. Apparently, contrary to present practice, these would 
be exempt from all taxes, including Federal taxes. The Corporation 
could buy and sell home mortgages issued by members on one- to 
four-family homes and secured by a first lien on the property. Mem- 
bers not authorized to purchase stock of the Corporation can deposit 
an equivalent amount in cash, upon which they will receive a return 
equivalent to dividends paid on stock of the Corporation. 

While few mutual savings banks are members of the Federal Home 
Loan Bank System, we think this plan is worthy of trial. It may 
well serve as a means of making possible ultimately the establishment 
of an active auction market for conventional mortgages, 

Title LV of the bill would create a new program of FHA insurance 
for site preparation and development. It is true, of course, that 
loans are more difficult to obtain for the purpose of acquiring raw 
land than they are for acquiring improved property, for there is very 
little or no income derivable from the raw land in the event the 
loan goes into default. 

In view of this fact, the proposed program of insurance for loans 
of as much as $5 million up to 80 percent of estimated value of the 
security as of completion of the development (with a ceiling of 80 
percent of the cost of land plus development) with maturities as long 
as 5 years, is a considerable departure from current practice of lend- 
ing on unimproved land. I personally believe the proposal departs 
too much from economically sound principles of mortgage financing. 

I have occasion to lend frequently on land. If I were to lend on 
these terms I am afraid I would sustain a loss. If the Congress should 
decide to adopt a program of insurance aid for site development 
loans, I would recommend it do so on a more conservative and modest 
scale as a trial run to gain experience in this field that will not be so 
apt to result in costly failures. 

Memories of uncompleted subdivisions still linger in the minds of 
many financiers—particularly the financially disastrous results of the 
Florida land boom in the early part of this century, 1927, as I recall. 
Increasing the effective demand for acquisition of raw land through 
this financial aid might well increase the price of such land which, 
as is noted, is already rather high in price in many areas. 

The enactment of this I think could materially still further push 
up the cost of land. I agree with the testimony I heard by the wit- 
ness preceding me that the cost of raw land is one of the big problems 
today. Making lots of money available for people to speculate in 
it won’t lower the price. You will increase it. 

Title V of the bill would create a new Department of Housing 
and Urban Affairs, headed by a Secretary of Housing and Urban 
Affairs, and transfer to it all functions of the Housing and Home 
Finance Agency and its affiliated agencies. 

A 12-member Presidential commission would study what other hous- 
ing and urban affairs functions should be transferred to the new 
department, reporting to the President by January 1, 1961. The 
President would then be expected to submit to the Congress a re- 
organization plan to transfer such functions as he thinks should be 
transferred to the new department. The bill expressly prohibits 
transfer of any part of the jurisdiction of the Federal Home Loan 
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Bank Board, the Veterans’ Administration, or the Department of 
Agriculture to the new department. 

The summary of the bill appearing in the Congressional Record 
refers to this as giving Cabinet status to housing in order to treat 
housing and other urban problems at the highest levels of Govern- 
ment. Since the Cabinet is not a statutory body, there is no assurance, 
of course, that the new Secretary would be brought into the Cabinet. 
But following the precedent set upon formation of the Department 
of Health, Education, and Welfare, it is likely that he would. 

Theoretically, this would enable housing and urban affairs to re- 
ceive Cabinet attention through a participant whose duties assign him 
to that field. In this same way housing and urban problems would 
be afforded an opportunity to be brought to Presidential attention 
to a degree not likely under the current organizational pattern. While 
many urban affairs have direct or indirect effect upon housing, it 
may be wise to consider whether the new department should contain 
more than housing functions. Urban affairs cover such a wide range 
of matters apart from housing that it may be thought advisable to 
handle them on a different organizational basis. 

This completes my comments on H.R, 12153. 

There is one more of the bills pending before the subcommittee that 
I would like to note. That is H.R. 12216. Two of its provisions 
concerning FNMA are the same in idea as provisions in title II of 
H.R. 12153. These deal with granting FNMA authority to make 
loans on the security of certain mortgages and providing by statute 
an advisory body for FNMA. Title Il of H.R. 12216 would em- 
power FNMA to charter private Federal mortgage investment com- 
panies for the purpose of originating and dealing in both federally 
insured or guaranteed and conventional mortgages. As indicated ear- 
lier, we prefer to await the outcome of a study in which we are now 
taking part. before announcing a definite opinion as to the proposals 
in this bill intended to develop a secondary mortgage market. 

We realize, Mr. Chairman, that the bills upon which you are hold- 
ing hearings are intended to evoke thought reagarding the best way to 
provide adequate housing in the United States. In a field as complex 
as this, I am certain it comes as no surprise that different groups 
honestly hold differing opinions regarding several facets of the hous- 
ing picture. 

Sieve: even where provisions in a bill do not happen to meet 
with general approval, it is a helpful part of the democratic process 
to ‘have them brought into a congressional hearing to elicit views 
regarding their merit, whether these views turn out. to be affirmative 
or negative. Your subcommittee performs a distinct service to the 
people of the United States by bringing before the bar of public opin- 
ion ideas intended to advance the ideal expressed in the declaration 
of housing policy contained in the Housing Act of 1949 to strive for 
the goal of a decent home and a suitable living environment for every 
American family. 

In turn, our national association takes what I believe to be pardon- 
able pride in the contribution made toward that goal through the 
growing amount and percentage of mutual savings bank assets placed 
in the home mortgage market. ; 

Thank you for the privilege of presenting this testimony. 

56021—60-—28 
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Mr. Rarns. Well, Mr. Morgan, I want to compliment you very highly 
for one of the best statements that has been presented, and to say that 
you are not only a most excellent banker but you are a very good 
diplomat; even where you disagree you do it in such a way that you 
almost persuade me sometimes. 

Many of these bills have been introduced to get the opinions of 
people because housing legislation is a vast, complex problem and we 
rr expect everybody to agree. We don’t agree ourselves on some 
of it. 

So you are very helpful to us with your views. You have one state- 
ment in here concerning the tax-exempt status of the debentures that 
would be sold by the so-called Home Mortgage Corporation, under the 
Federal Home Loan Bank, which is in error. They would not be 
tax exempt. 

Mr. Morean. That is an oversight on our part. 

Mr. Ratns. That is one of the lawyer’s technicalities. You will 
note on page 46 of the bill, at the concluding paragraph this one sen- 
tence which takes care of it: “Nothing in this section shall affect the 
applicability of the Public Debt Act of 1941.” 

That means that they are not tax exempt. 

I was interested in what you said about the study being developed 
at. the University of California. By whom is it being conducted ? 

Mr. Morcan. Dr. Grebler. 

a. Rarns. It is a study in connection with a central mortgage 
ank ¢ 

Mr. Morean. Secondary market. 

Mr. Ratns. We hope when that study is concluded it will be for- 
warded to us so that we can study it. 

Mr. Morean. There are four or five organizations involved in it 
and I am sure they would be delighted to have that done. 

Mr. Ratrns. The central mortgage bank is something that we have 
talked about for years. I am sure it is not completely jelled in any- 
body’s mind even though this bill is probably in the most advanced 
stage. 

We are interested in doing it, but we certainly don’t want to hurt 
anyone. I hope the commercial bankers and the other bankers 
will be-as.considerate and as helpful in their testimony as you have 
been to us. 

Thank you very much. 

Are there any questions, Mr. Addonizio? 

Mr. Apponizio. Just one or two, Mr. Chairman. 

First of all I want to tell Mr. Morgan that I was pleased to note the 
very fine interest of the mutual savings banks in urban renewal proj- 
ects. As one who comes from a city area I have a deep interest in this 
program also. 

I was wondering whether you would care to highlight for me the 
reasons for your organization paying such attention to this program ? 

Mr. Morean. Well, I think that our organization is made up largely 
of banks in the East and Northeast. We operate in many cities that 
are very old. We operate in a territory in which probably there will 
be more urban renewal than any place else in the country and it makes 
a lot of sense to us that the cities should be rebuilt. 

I think that you come from New York, I believe-—— 

Mr. Apponizio. New Jersey. 
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Mr. Morean. In New York and New Jersey you know what I mean 
about this. Savings banks in and around New York City and in New 
Jersey are taking a real part in the rebuilding of _ cities. 

Mr. Apponiz1o. Now Mr. Morgan, on page 4 of your statement in 
talking about title 11 of the proposed bill, that is with reference to the 
60-year loans at 2-percent interest for displaced families, families that 
are displaced by the Government action, you indicate that it would 
be better to consider some form of supplemental payments to these 
families to bridge the gap between their income and the amount which 
will enable them to pay economic rent in privately owned housing. 

By what do you mean outright grants to these people 

Mr. Moraan. Yes; I have had occasion to see a good deal of the 
displacement in my own city of Boston. I think rather than build 
particular housing for a particular group, it would be much better to 
help them in the period of transition by supplemental aid, and this 
happens not only when we get urban renewal of a whole area or 
clearance, but it happens very frequently in connection with highway 
projects. 

People don’t have very much time to do anything about their 
problems of finding another place to live. 

Mr. Barretr. Under your suggestion the Government would get 
no return for its money ? 

Mr. Morean. I think that is correct, but I think you would not 
have a housing project designed for a particular group or type of 
people who no longer were that type after a short while. 

Mr. Apponizio. Thank you, I have no further questions. 

Mr. Ratns. Mr. Widnall. 

Mr. Wipnatt. Thank you, Mr. Chairman. 

Mr. Morgan, I think you made an extremely fair and objective state- 
ment and it is going to be very valuable for the committee. We cer- 
tainly appreciate your coming here today. 

I was particularly impressed by your comments on land financing 
and I think you pointed up something that we should take into serious 
consideration when we finally work on this bill. 

Experience has proven in many areas it can be quite a disastrous 
program and your suggestion that we go into it, that it should be a 
trial run on a modest basis, is certainly a very prudent one. What is 
your feeling about the ceiling on the interest rate on Government long- 
term bonds? When I say “what is your feeling,” I mean what effect 
do you think that has on the availability of mortgage money ? 

Mr. Morcan. Well, that is a very tender subject to anyhiody in the 
savings bank business because last fall when the Treasury decided 
that is needed to raise money and was willing to pay 5 percent to 
get it, or had to pay 5 percent to get it, it certainly raised havoc with 
the savings banks. We haven’t recovered from that yet, and if that 
happens again this year or at some stage, I don’t know what is going 
to happen. 

Mie: Winans. Well, don’t you feel that one of the greatest booms to 
housing would be the lifting of that ceiling? 

Mr. Morean. IJ think the lifting of the ceiling would be a great 
help because in the first place I think it will generate more long-term 
money for the housing business; indirectly, but it will do it. 

Mr. Wipnatt. And actually while that is not included in the bill, 
it is one of the most helpful things that the Congress could do? 
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Mr. Morean. There isn’t any question in my mind about it. 

Mr. Wipnatt. That isall. Thank you. 

Mr. Apponizio (presiding). Mr. Bass. 

Mr. Bass. Mr. Morgan, I join in the comments made here by my 
colleagues. I am particularly happy to welcome you here because 
I come from New England and, as you pointed out, mutual savings 
banks are very strong and well accepted banking institutions in New 
England, and in my State of New Hampshire. 

I was very much interested in your response to my colleague, Mr. 
Widnall’s question concerning the lifting of the ceiling on interest 
rates for short-term Government bonds. I happen to be a trustee of 
one of our leading mutual savings banks in New Hampshire, and I 
want to say, by the way, that I know personally of your bank. Your 
bank in Boston is one of the finest and strongest mutual savings banks, 
not only in New England, but in the country. 

Mr. Morean. Thank you. 

Mr. Bass. And I would like to agree with you from my own experi- 
ence in our bank, that when those magic fives were put upon the 
market, we suffered a drastic reduction in our deposits. This in turn 
has forced us to curtail new home-mortgage loans. 

I am convinced that this has been one of the major reasons why 
money is tight in our area. We have not yet recovered from the effect 
of these 5 percent short-term bonds, and as you point out, if the Gov- 
ernment is forced to do this again, we are going to be faced—and I 
mean by “we” all of the mutual savings banks—with a very serious 
crisis. 

Mr. Morean. Exactly. 

Mr. Apponizio. Any further questions ? 

If not, may I thank you gentlemen for being here. The committee 
appreciates your testimony very much. The committee will stand 
adjourned until 10 o’clock tomorrow morning, and the first witnesses 
will be the members of the Home Loan Bank Board. 

The committee is adjourned. 

(Whereupon, at 12:18 p.m. the subcommittee was adjourned, to 
reconvene at 10 a.m., Wednesday, May 25, 1960.) 
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WEDNESDAY, MAY 25, 1960 


Houses or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovustne, 
Washington, D.C. 


The subcommittee met at 10 a.m., in room 1301, New House Office 
Building, Hon. Albert Rains (chairman of the subcommittee) pre- 
siding. 

Present: Representatives Rains, Addonizio, Barrett, Griffiths, Ash- 
ley, McDonough, Widnall, and Sullivan. 

Mr. Ratns. The committee will be in order. 

We have a very heavy schedule today, and we are going to try to 
move along as fast as we can. Our first witness this morning is Mr. 
Albert J. Robertson, Chairman of the Federal Home Loan Bank 
Board, and with him I see our old friend Bill Hallahan, member of 
the Home Loan Bank Board. Will you gentlemen come around. Is 
Ira here too? We are glad to see you Ira, come around and haye a seat. 
seat. 

You may proceed, Mr. Robertson, as you see fit. 


STATEMENT OF ALBERT J. ROBERTSON, CHAIRMAN, HOME LOAN 
BANK BOARD; ACCOMPANIED BY IRA A. DIXON AND WILLIAM J. 
HALLAHAN, MEMBERS 


Mr. Rosertson. Thank you, Mr. Chairman. The only provision of 
the bills now before you that would place new duties or responsibili- 
ties on the members of the Federal Kame Loan Bank Board is title 
III of the Chairman’s bill 12153. Similar provisions are also in Mr. 
Addonizio’s bill H.R. 12161. 

That title would create a new corporation, known as the Home 
Mortgage Corporation, to be operated under the direction of a Board 
of Directors consisting of the members of the Federal Home Loan 
— Board and having as its Chairman the Chairman of the latter 

oard. 

The primary function of the Corporation would be to buy or sell 
and otherwise deal in its discretion with home mortgages issued by 
any member of a Federal home loan bank on residential property con- 
taining not more than four family units and secured by a first lien on 
the property. 

Capital stock of the Corporation not exceeding $100 million would 
be subscribed for by the Federal home loan banks. In addition, each 
participating member of a Federal home loan bank would purchase 
stock of the Corporation equivalent to 2 percent of the face amount of 
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home mortgages it might sell to the Corporation, and would be re- 
quired to continue to hold such stock in an amount not less than 2 per- 
cent of the outstanding balances of the home mortgages sold by it to 
the Corporation and still held by the Corporation. 

Federal savings and loan associations would be given specific au- 
thority to purchase stock as provided in the title. Other Federal home- 
loan bank members that did not have authority to purchase such stock 
would be permitted to sell mortgages to the Corporation on depositing 
with it, as provided in the bill, a sum equivalent to the amount re- 
quired for stock purchase. 

The Corporation would have power to borrow money and to issue 
notes, bonds, debentures, or other such obligations upon such terms 
and conditions as the Federal Home Loan Bank Board might deter- 
mine. The title provides that the amount of such obligations outstand- 
ing at any one time shall not exceed 10 times the sum of its capital, 
surplus, and reserves. 

ection 307 of the title provides for certain tax exemptions, but ex- 
pressly provides that nothing in that section shall affect the appli- 
cability of the Public Debt Act of 1941. 

Under the terms of the Public Debt Act of 1941, as now in effect, 
the interest on these obligations, and any gain from their sale or other 
disposition, would have so exemption as such from the taxes imposed 
by the Internal Revenue Code of 1954 or laws amendatory or supple- 
mentary thereto, and loss from their sale or other disposition would 
not have any special treatment, as such, thereunder. 

We may note in passing that it would apear that the reference to 
the Public Debt Act of 1941 should be to “the Public Debt Act of 
1941, as amended,” so that. it would be expressly clear that the same 
rules would apply to the stock of the Corporation and to dividends or 
other income therefrom. 

The purpose of the title, as expressed in its heading, is the provision 
of a secondary market for conventional mortgages, although there is 
nothing in the title to exclude its applicability to FHA, VA, or other 
insured or guaranteed mortgages. We assume that its objective is to 
improve the flow of funds into home-mortgage financing. This is a 
matter as to which the Board has a continuing concern. It is at all 
times interested in finding ways and means to accomplish that result. 

As illustrations of this interest, we should like to refer to two con- 
crete examples of affirmative action by the Board to that. end. 

As you know, title IV of the National Housing Act. provides that 
each savings and loan association which applies for insurance by the 
Federal Savings and Loan Insurance Corporation shall file with its 
application an agreement that during the period the insurance is in 
force it will not make any loans beyond 50 miles from its principal 
office except with the approval of, and pursuant to regulations of, the 
Corporation, with the exception that any applicant which, prior to 
the date of enactment of the act, has been permitted to make loans 
beyond such 50-mile limit. may continue to make loans in the territory 
in which it was operating on that date. 

In March 1957 the Board amended the pertinent regulations so as to 
permit any insured institution, subject. to a limit of 20 percent of its 
assets, to purchase participations in loans on homes for not more than 
four families located beyond 50 miles from its principal office and out- 
side the territory aforesaid, provided all participants were insured in- 
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stitutions and provided that the property was located within 50 miles 
of the principal office of another insured institution acting as seller 
and retaining at least a 50-percent participation. 

This regulation, with later amendments including an exemption 
from the percentage limitation of certain mortgages having the bene- 
fit of insurance or guarantee and a liberalization of the percentage 
limitation to 30 percent, is still in effect, and to March 31 of this year 
insured institutions had reported sales of such participations in excess 
of $427 million. 

We believe that this operation represents a means of transferring 
home-mortgage funds from areas of surplus to areas of scarcity at a 
minimum of risk. We wish to call specific attention to the fact that 
the increase to 30 percent was made possible with respect to Federal 
savings and loan associations by reason of legislation developed by 
this subcommittee and included in the Housing Act of 1959. 

The other example which we would like to give as to our interest 
in finding methods to improve the flow of funds into home-mortgage 
financing is the issuance ta the Board in April 1958 of $290 million 
of 5-year 314-percent consolidated Federal home loan bank bonds and 
the making available of the proceeds of these bonds for 5 years ad- 
vances by the Federal home loan banks to their member institutions. 
The Board expects to sell further long-term bond issues of this nature 
when market conditions warrant. 

To come now to the proposal for a secondary mortgage market under 
the Federal Home Loan Bank Board, such a proposal has been dis- 
cussed in savings and loan circles for some time past. The matter is 
therefore not one as to which we are completely uninformed, but we 
must tell you that we have not as yet made the kind of study that would 
enable us to make a complete report on it. 

While we see no real need for the use of such a vehicle at the pres- 
ent time, there might be future periods in which it could be useful in 
attracting additional home-mortgage funds on a sound basis. It, 
therefore, might be desirable to perfect the details of the organization 
in advance of the actual need. The Board is continuing to study all 
aspects of the matter, but is not prepared to make a recommendation 
for or against the enactment of the proposal at this time. 

As we have indicated, this proposal is the only provision in the 
present bills that would confer new duties or responsibilities on the 
members of the Board, but the subcommittee is of course aware that 
title II of H.R. 12216, providing for Federal mortgage investment 
companies, raises serious questions from the point of view of savings 
and loan operations. We should therefore appreciate it if the subcom- 
mittee would allow us to reserve the privilege of filing a statement 
on that title, for inclusion in the vealed of these hearings. 

Informal advice has been received from the Bureau of the Budget 
that there is no objection to the submission of this statement. 

Thank you, Mr. Chairman. 

Mr. Ratns. Thank you, Mr. Robertson. Not only will we give you 
permission to file a statement in connection with H.R. 12216 concern- 
ing the so-called Central Mortgage Bank, but we will ask you to file 
such a statement and give us the benefit of your views and we would 
like to have a statement filed by Wednesday of next week. 

Mr. Ropertson. Yes, sir. 
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Mr. Rains. We don’t know all about it either and we have also 
asked FNMA to do likewise. We would like expert opinion, and 
we would be very appreciative of having it. This isa bit off the subject 
of your statement, which I will get back to in a moment, but I have had 
quite a bit of complaint about your regulations implementing the sec- 
tion in last year’s housing act which authorized associations to make 
loans for land development. I am told they are too restrictive. I 
would like a little explanation of your regulation. 

Mr. Hatianan. Mr. Chairman, the regulations which the Board 
promulgated after you had passed that particular provision are more 
restrictive than the provisions of the statute on their face would per- 
mit and I think probably in the course of the legislation at least in 
the correspondence that the Board had with maybe possibly this 
committee, I know certainly the Senate committee with respect to 
the particular provision, we indicated that we were in accord with 
the philosophy of the provision but if it were enacted we would go 
into it on more of a trial basis than the provisions of the proposal 
permitted in their entirety and that is the method that the Board 
has been pursuing. 

Those regulations obviously, as you know, will be under constant 
study and reconsideration and if the matter is not effective, if our 
regulations don’t permit activity under this provision on a sound basis, 
that matter can be remedied, but that was the general approach that 
the Board has taken to it and I am sure that we had conveyed that 
specs to the respective committees during your consideration of 
the bill. 

Mr. Rats. Well, I am sure you know that the committee is very 
anxious, as you are, to have all of the necessary safeguards. However, 
we want it to work, we want to see if it can work and I am told, for 
instance, if you have a $10 million association and one contractor goes 
out to develop a site of raw land, the most he could get would be 15 
percent of 3 percent the total assets which would amount to 45499 of 
the institution’s savings and based on that figure would be only 
$45,000. 

Of course that is not going to develop much of a site. I merely use 
that as an illustration. 

Mr. Hatianan. That would be true in the smaller institutions, Mr. 
Chairman, I don’t think generally the smaller institutions, certainly 
those in the nonurban areas actually have much of a need for this 
authority on the same basis that might exist in more urbanized areas 
where the land has been gobbled up to a greater extent. 

Mr. Ratns. You don’t recommend either for or against this pro- 
posal. You say you have studied it for some time and, of course, 
we know that you are very vitally interested in any ways and means 
of getting more mortgage credit into the homebuilding. 

Naturally we are. Don’t you think it would be a good idea to set 
up the organization itself, in other words just to continually study 
things, set up the organizational structure itself, and then it will take 
some time, of course, to put it into action. Don’t you think that would 
be a good thing to do? 

Mr. Rosertson. That is what we have suggested. 

Mr. Ratrns. In other words, as I understand it, you have no objection 
to setting up of the organizational status itself, but you want time to 
work out the regulations, the details, and all that, is that correct ? 
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Mr. Rosertson. That is correct. As I say, at the moment we don’t 
feel the need for it. 

Mr. Ratns. Well, if you get more mortgage credit for homes, and 
I see the need greatly, it is just a matter of whether or not it will do 
the job and whether or not we can keep it in line with the objectives 
of the Federal Savings and Loan Associations. The need for more 
mortgage credit for homes is easy to see, isn’t that correct ? 

Does this have any effect of getting more pension funds or trust 
funds into the mortgage field ¢ 

Mr. Roserrson. Well, it would seem to me if it wouldn’t do that or 
couldn’t bring in funds from new sources 

Mr. Ratns. It would at least provide another vehicle. 

Mr. Roperrson. That would be the principal justification for it in 
my opinion. 

Mr. Rarns. We appreciate your statement, gentlemen, and we know 
that you will work with this committee in trying to help us work it 
out. We don’t want to go hog wild, as we say down in Alabama, but 
we want to have everything in the bill that will help us do a better 
job in getting mortgage credit through the private enterprise system. 
] express my appreciation to all of you for the good job that you do 
on the home loan bank board and for the information that you give 
us. We will look forward to seeing the statement on the Central 
Mortgage Bank. 

I am sure you will notice that I introduced it by request and, of 
course, this committee kind of finds itself going and coming some- 
times. We even have opposition among the various private enterprise 
groups, but we don’t care where it comes from, just so we can get more 
mortgage credit to do a better job on housing. So we will look for- 
ward to your statement. Iam sure it will be constructive. 

Mr. Addonizio? 

Mr. Apponiz1o. Yes, Mr. Chairman, I have several questions. 

First, I want to refer you back to the questions Mr. Rains asked you 
in reference to attracting pension funds to buy home loan bank deben- 
tures. As I understood it from previous appearances before this sub- 
committee, you gentlemen had indicated that a study was being made 
in that respect and I was wondering whether that study has ever been 
completed. 

Mr. Hatianan. I don’t think that we have completed all phases of 
our study, Congressman, for instance, the question of the current 
marketability of debt obligations of such a corporation, whether the 
pension funds would be currently interested in them I don’t know, 
and the relationship of the current cost of those obligations and the 
current cost of mortgage money. I think we have been giving some 
study to the overall concept and haven’t narrowed it down to some 
of the specifics that it would have to be narrowed down to plus its 
integration with the credit which the Federal home loan bank system 
currently dispenses. 

For instance, last year the system added some or provided some 
$850 million of mortgage credit to its member associations. 

Mr. Apponiz1o. Well, you know, or at least I read in the paper 
that Mr. Meany of the AFL-CIO has indicated that labor unions want 
to make use of their pension funds and certainly something like this, 
I think, would be very much to their liking, so I am hopeful that you 
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will come up with something that will show real promise in this 


regard. 

Now, may I say, too, that I think one of the big problems facing 
this committee and also the country as a whole is this question of 
second mortgages. I realize that savings and loan associations can 
only make first mortgages. However, I was wondering if there was 
any regulation or anything that the Board could do in respect to con- 
trolling second mortgages, actually in connection with builders and 
first mortgages issued by savings and loan associations. 

Mr. Rosertson. If I understand you correctly, the Board is con- 
cerned with second mortgage activity and does all it can to discourage 
the use of second mortgages. 

Mr. Apponiz1o. In what way do you do that ? 

Mr. Rosertson. One of them was to permit 90-percent loans under 
certain conditions. Ninety percent doesn’t leave very much room 
for a second mortgage, but I think that in the transactions between 
the builders, borrowers, and the purchasers, it is very hard to police 
and keep out completely the appearance of second mortgages. They 
don’t show in the record. They are very hard to police. A good 
lender, a good first mortgage lender will use every means he can to 
keep second mortgages out. As I say, our 90 percent arrangement 
has helped to eliminate them and should eliminate them all to- 
gether. That isthe intent of the regulation. 

Mr. Apponiz1o. Of course, the savings and loan associations are 
well aware of your opposition to this type practice. 

Mr. Rosertson. Oh, yes. 

Mr. Apponizio. Thank you. I have no further questions. 

Mr. Rarns. Any further questions? 

I have one more. As I think a little more about this secondary 
market you are talking about, I know you can’t answer this question 
specifically, but how much would it cost to get this money and how 
much additional interest, how much increase in the conventional loan 
interest rate would the savings and loan have to put into effect. in 
order to use money that would come through this secondary market 
that we are talking about ? 

Mr. Rosertson. I don’t believe that that could be answered except 
from time to time. I should think this: Generally speaking, the obli- 
gations of our present system would be marketable at a more favorable 
rate than the obligations of a new organization. 

Mr. Rarns. Let me take it step by step. Presently on the con- 
ventional financing the savings and loans are doing, they are paying 
4 or 414 percent to the savers for it. Now, on top of that certainly 
since this money would come from the selling of debentures, he would 
have to pay—I am speaking of the savings and loan—he would have 
to pay more for this money than he would that which is put into his 
institution by individual savers, wouldn’t he? 

Mr. Rosertson. Not necessarily. 

Mr. Ratns. Maybe I don’t understand the mechanics. He would, 
wouldn’t he? 

Mr. Hatianan. Well, he wouldn’t, I think probably 





Mr. Rarns. I mean the savings and loan association. Wouldn’t 
it cost more percentagewise for a savings and loan association to get 
money through this secondary market than it would just from his 
investor or his depositor ? 





GENERAL HOUSING LEGISLATION 435 


Mr. Hatxianan. The effective cost of this money would certainly 
exceed the dividend rate that he is paying to his shareholders at this 
time. 

Mr. Ratns. But as to how much it would be determined by the 
conditions—— 

Mr. Hatianan. Of the market at a particular time, yes. 

Mr. Rats. And, of course, we know that that additional cost of 
money would have to be reflected in the interest he charged on the 
loan he made, wouldn’t it ? 

Mr. Hatitanan. That is correct. 

Mr. Rarns. Thank you, gentlemen, thank you very much, we ap- 
preciate your testimony and we are always glad to see you. 

Mr. Rosertson. Thank you, sir. 

Mr. Rains. The next witness is Sam Neel of the Mortgage Bankers. 
Is Mr. Neel here? If he is not, I see that the Life Insurance Associa- 
tion of America, represented by Mr. R. Manning Brown, of New York 
Life, and my esteemed friend, Ehney Camp, are here; also Dr. 
O'Leary. 

Gentlemen, we are delighted to have all of you. I see you have a 
statement. Who will present the statement, you, Mr. Brown? 

Mr. Brown. Yes, Mr. Chairman. We appreciate the opportunity 
to be heard. 

Mr. Rains. We are always glad to have you. 


STATEMENT OF R. MANNING BROWN, JR., VICE PRESIDENT IN 
CHARGE OF REAL ESTATE AND MORTGAGE LOANS, NEW YORK 
LIFE INSURANCE CO., ON BEHALF OF THE AMERICAN LIFE CON- 
VENTION AND THE LIFE INSURANCE ASSOCIATION OF AMERICA; 
ACCOMPANIED BY EHNEY A. CAMP, JR., VICE PRESIDENT AND 
TREASURER, LIBERTY NATIONAL LIFE INSURANCE CO., BIR- 
MINGHAM, ALA.; AND DR. JAMES J. O'LEARY, DIRECTOR OF 
ECONOMIC RESEARCH, LIFE INSURANCE ASSOCIATION OF 
AMERICA, NEW YORK CITY 


Mr. Brown. I am R. Manning Brown, vice president in charge of 
real estate and mortgage loans, New York Life Insurance Co. My 
associates are Ehney A. Camp, Jr., vice president and treasurer, 
Liberty National Life Insurance Co., Birmingham, Ala., and Dr. 
James J. O'Leary, director of economic research, the Life Insurance 
Association of America, New York City. 

This statement is being made in behalf of the American Life Con- 
vention and the Life Insurance Association of America. These two 
associations have a combined membership of 284 life insurance com- 
panies which hold 98 percent of the assets of all life insurance com- 
panies in the United States. We welcome the opportunity to express 
our views on some of the bills before this committee. 

The vital interest which the life insurance companies have in sound 
housing and mortgage policy can best be illustrated by the fact that 
life insurance companies since 1946 have made a total of $46 billion 
of residential mortgage loans, of which $13.5 billion were FHA mort- 
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gages, $10.5 billion VA mortgages, and $22 billion were uninsured 
mortgages. 

On the basis of this $46 billion total, if we assume an average mort- 
gage of $10,000, the life insurance business since 1946 has provided 
the financing for the purchase of 4,600,000 homes by the American 
people. 

The funds flowing from these companies into the mortgage market 
represent the savings of 110 million policyholders, and these savings 
in turn have contributed much to the enormous growth of homeowner- 
ship in this country. As managers of these savings, the life insurance 
companies are vitally concerned with the soundness of the mortgage 
market, and even more so with the stability of the purchasing power 
of the dollars represented by life insurance policies. A decline in 
the value of the dollar penalizes the millions of policyholders because 
their claims are in fixed dollar amounts. 

Accordingly, inflation tends to reduce the flow of saving through 
life insurance. This means, of course, that it reduces the availability 
of residential mortgage credit from life insurance companies. I 
would like to emphasize this point strongly, and we would be glad to 
document it for the committee if you desire. There is a real danger 
that Congress, in its efforts to stimulate residential construction, may 
undertake programs of an inflationary nature that may actually con- 
tribute to a reduction in the availability of private saving going into 
home mortgage loans. 

We believe that a number of provisions in bills before this com- 
mittee are inimical to a sound home mortgage market and have 
inflationary implications, and our statement will be directed to them. 
Most. of our remarks will be addressed to H.R. 12152 and 12153. 
Before discussing these bills, however, it will be helpful to consider 
the prospects for availability of residential mortgage credit in the 
balance of this year. This will help to appraise whether new legisla- 
tion is needed at this time. 

Early this year economists almost unanimously predicted a serious 
decline in 1960 in the availability of residential mortgage financing. 
This concern was not justified. To illustrate, table 1 shows the net 
increase in 1- to 4-family mortgage debt outstanding in 1958-59 by 
types of holders. 


TABLE 1—The net increase in 1-4 family mortgage debt outstanding, 1958-59, 
by types of investors holding such debt, and estimates for 1960 


[Billions of dollars] 




















1958 1959 1960 ! 

1—4 family mortgages (total net increase) -_...--.-.---- 10. 1 13.6 12.2 
Savings anc loan amoriations. ................-..............- 4.9 6.8 6.3 
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1 Estimate. 
2 Less than $50,000,000. 
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As will be seen, there was a pronounced increase in residential 
mortgage financing in 1958, with the net increase amounting to $13.6 
billion as compared with $10.1 billion in 1958. 

I would like to point out, Mr. Chairman, that this is a net increase. 
The gross figure which includes repayments on death would, of course, 
be substantially higher. 

The 1959 figure was considerably higher than any other net in- 
crease in residential mortgage debt in our history. The figures in 
the third column of the table, prepared by the research staff of the 
Life Insurance Association of America, represent informed estimates 
of available funds from various sources in 1960. These figures bring 
together the consensus of close observers in the various institutions 
listed and take account of current trends. As is apparent, the $12.2 
billion total estimated for 1960 is somewhat below the record high of 
1959, but it is very high by historical standards. 

The somewhat lower figures estimated for the savings and loan as- 
sociations in 1960 is based on the belief that there will be a slowing 
down of advances by the Home Loan Bank System. The current 
commitment position, and the rate of new commitments, indicates 
that the life insurance companies will increase their net holdings of 
residential mortgages about the same amount this year as last. This 
figure may turn out to be low. The modest decline estimated for the 
mutual savings banks is based on the belief that liquidity needs and 
a slower growth will reduce somewhat their acquisition of mortgages. 

The sharply reduced figure in 1960 for the commercial banks is 
based on the belief that with a growth in commercial and consumer 
loans in the balance of this year, commercial bank activity in the resi- 
dential mortgage market will be curbed. The item “Federal agen- 
cies” refers to the net increase in mortgage holdings by FNMA and 
by VA through the direct loan program. It is highly significant that, 
on the basis of past legislative authority, these agencies now have the 
capacity to increase their residential mortgage holdings by $1.3 billion 
in 1960, which they will undoubtedly do. 

The $12 billion of funds available this year should easily support 
a 1.2 million level of housing starts, and probably somewhat higher. 
It is widely recognized that residential mortgage credit is easing, and 
we expect this to be reflected in starts now that good homebuilding 
weather is with us. 

It is worth noting, however, that in some parts of the country there 
has been an increase in vacancies and in the inventory of unsold homes. 
This suggests that demand may be an important factor in limiting 
housing starts this year despite the increasing availability of financing. 

There has been much me discussion of whether housing will get 
a “fair share” of the total capital funds this year. Table 2 shows 
the net sources of capital funds and the uses of these funds in 1958 
and 1959, with a rough estimate for 1960. 
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TABLE 2.—Sources and uses of funds in the capital market 
{In billions of dollars] 
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3 Less than $50,000,000. 


It is interesting to see how large a share of the total funds the 
residential mortgage market received in each of these 2 years. The 
third column in the table presents the estimates we have put together 
after having consulted with a large number of qualified observers in 
the various fields of the capital market. There is little doubt that cor- 
porate bond financing will be somewhat higher this year, because of 
an expansion of plant and equipment spending by business and in- 
dustry, but the total demand on the capital market probably will rise 
only moderately this year because corporations have large profits and 
depreciation reserves to plow back into capital expansion, and they 
now have large holdings of short-term Government securities which 
can be used in part for expansion. Although the net increase. of 
consumer credit will be high this year, it will not run quite as high 
as in 1959 because of mounting repayments. The big feature of the 
table is the fact that it now appears that this year the Federal Gov- 
ernment will be able to pay off $2 billion out of a cash surplus, as 
compared with a net increase in its debt of $8 billion in 1958 and 
$7.9 billion in 1959. 

Thus, this year the Federal Government will actually be repaying 
$2 billion to the total available funds in the capital markets, whereas 
in 1958-59 it placed a huge drain of nearly $16 billion on the capital 
markets. 

Naturally, this development should contribute much toward re- 
ducing the upward pressure on interest rate. This is a powerful 
reason why it is essential to hold down Federal spending and to 
preserve a Federal surplus. Coming to the availability of funds for 
14 family mortgages, despite a moderate decline to about $12.2 
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billion this year, it is difficult to see how anyone could contend that 
residential construction is not getting its fair share of capital funds. 

Section 102(b) would eliminate the current 3-percent downpayment 
requirement on the first $13,500 of appraised value, under section 
203(b) (2) of the National Housing Act, and would reduce the down- 
payment requirements for homes valued at higher amounts. Under 
the bill, the downpayment would be only 714 percent of appraised 
value on a $25,000 house. 

We question the advisability of permitting a 100-percent mortgage 
loan under the FHA program. It 1s a sound spineints to require some 
margin of equity in the purchase of a home. Homeowners show 
a greater regard for their obligations and exercise greater care for 
the property when they have a financial stake to protect. The few 
hundred dollars downpayment now required on the first $13,500 of 
appraised value is neither oppressive nor unreasonable considering 
the size of obligation being undertaken when a family purchases 
a home. We likewise believe that under this provision the reduced 
downpayment schedule on higher priced homes would violate the 
principles of sound FHA financing. 

Section 102(c) would increase the maximum permissible loan ma- 
turities for section 203 insured home mortgages from 30 to 35 years 
and give the FHA Commissioner discretion to approve loans with 
terms up to 40 years under special circumstances. We believe that 
this provision is undesirable for two reasons. First, it would impose 
a heavy burden on the borrower in the total interest payments he 
would be required to make over the life of the loan. 

For example, on a typical FHA mortgage of $13,000 with interest 
at 534 percent, the mir interest payments over a period of 35 years 
would be $2,883.42 more than the total interest paid under the pres- 
ent maximum term of 30 years. This would be an additional burden 
of 20 percent in total interest. At the same time, as a result of moving 
from 30 to 35 years in amortization period, the monthly mortgage 
payments would decrease only 5 percent, or $3.90 per month. Thus, 
this provision would encourage home purchasers to pay $2,883 in 
ae to cut the monthly payment $3.90, which does not seem rea- 
sonable. 

The second reason why this provision is undesirable is that it would 
create a situation in which for many years the outstanding balance 
of the mortgage would exceed the depreciated value of the property. 

For example, under the present terms of FHA financing, the out- 
standing balance on a 97 percent, 30-year mortgage is consistently 
lower than the depreciated value of the property, assuming a 50-year 
economic life. 

On the other hand, the same 97-percent loan with a 35-year term 
carries outstanding balances in excess of the depreciated value for 
more than the.first half of the loan term. During such an extended 
period, the borrower would have little incentive to maintain his in- 
terest in the property through a period of financial difficulty. Like- 
wise, during this lengthy period, the lender would have inadequate 
security for his investment in the property. Moreover, FHA would 
be placed in a highly undesirable position, with losses potentially 
much higher. Accordingly, we urge against this provision. 

Section 102(d) would reduce the FHA mortgage insurance premium 
(applicable to all of the title II programs) to one-fourth of 1 per- 
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cent per year, except that the Commissioner would be given dis- 
cretionary authority to raise the premium to one-half of 1 percent 
per annum during periods when the higher premium is deemed neces- 
sary to avoid impairing the adequacy and soundness of FHA’s in- 
surance programs. Although it is true that FHA has built a strong 
reserve position, at the same time many of the title II programs have 
been greatly liberalized in the past several years, and new programs 
have been undertaken, thus increasing FH A’s possible loss exposure. 
We do not believe the insurance premium should be reduced. 

Section 106(b) would amend the sales housing provisions of sec- 
tion 220 of the National Housing Act to make the same changes in 
the required downpayment (no downpayment on the first $13,500, 10 
percent of the amount between $13,500 and $20,000, and 25 percent 
of the amount above $20,000) as is provided in the section 203(b) 
sales housing program by section 102(b) of the bill. 

We do not believe that is provision should be enacted for the same 
reasons given earlier in connection with section 102(b). The need 
for a margin of equity is even greater in the case of section 220 loans. 

Turning to title IT of the bill, section 201 states that the purpose 
of the legislative proposals in title II is “to help assure the even and 
adequate flow of mortgage credit for Government-insured and guar- 
anteed loans * * *” and to expand FNMA’s secondary market opera- 
tions so that they can more truly supply a central banking function. 
We believe that FNMA’s existing secondary market operations are 
already providing to a high degree the services and benefits of a cen- 
tral banking facility. Generally speaking, it has been functioning on 
a sound basis, but we believe many of the amendments provided for 
in this title would impair the soundness of FNMA’s operations. 

FNMA has been continuously in the market for the purchase of 
VA and FHA mortgages during the 514 years of the secondary market 
operations. Consistent with desirable operation, purchases have been 
heaviest when conditions in the general secondary mortgage market 
have been tight, and lightest when conditions have eased. Thus, pur- 
chases increased from $86 million in 1955 to $575 million in 1956 and 
$1,021 million in 1957. As credit eased in 1958, purchases were re- 
duced to $260 million. In 1959, again, purchases rose to $735 million. 
Accordingly, it is evident that FNMA has helped a great deal toward 
assuring a more even and adequate flow of funds for Government- 
insured mortgages. 

Section 202(a) would require FNMA to purchase any mortgage 
offered unless it were in default. or in imminient danger of going ‘into 
default, or the title were defective, or the mortgage too old by FNM A’s 
standards. We believe that FNMA should retain the discretionary 
power to refuse to purchase mortgages in which these and other 
standards are not met. 

For example, subsequent to original approval by the FHA or VA, 
the mortgagor’s credit. standing may have become unfavorable. Or 
the mortgagor may have abused or neglected the property. For 
reasons such as these, we think that FNMA should retain discretionary 
authority to reject mortgages not meeting its standards. 

Section 202(b) would amend section 303(b) of the National Hous- 
ing Act to fix the amount of FNMA stock which a person is required 
to “purchase, when selling a mortgage to FNMA in its secondary 
market operations, at 1 percent of the unpaid principal amount of the 
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mortgage. Under existing law FNMA has discretion to fix this re- 
quirement at any point between 2 and 1 percent of the unpaid princi- 
pal amount. We believe that, in the interest of accumulating neces- 
sary FNMA capital in relation to any increasing demands for resi- 
dential financing, the existing law should not be amended. 

Section 202(c) would amend section 304(a) of the National Hous- 
ing Act to authorize FNMA to make advance commitments to pur- 
chase mortgages in its secondary market operations. This provision 
should not be enacted because the power to make advance commit- 
ments would draw FNMA so close to the primary market that it would 
be diverted from its basic purpose of providing supplementary assist- 
ance to the general secondary mortgage market. Moreover, advance 
commitments by FNMA would place FNMA in direct competition 
with private mortgage investors. 

Section 211(a) would amend section 305(b) of the National Hous- 
ing Act to provide that FNMA, in the performance of its special as- 
sistance functions, shall not pay less than par for any mortgage. 
Under present law FNMA is given discretionary authority to estab- 
lish the prices it will pay. 

We recommend strongly against the proposed amendment. The 
special assistance functions of FNMA provide for the purchasing of 
selected types of mortgages pending the establishment of their accep- 
tability in the private mortgage market. 

If the establishment of such acceptability is to be encouraged, spe- 
cial assistance purchases should be conducted under circumstances that 
are planned to encourage private investment in the same types of 
mortgages. If the circumstances were to include fixed purchase prices 
by FNMA that were disproportionately high in relation to the market, 
FNMA would necessarily supplant or at least deter private invest- 
ment. This would not be in the public interest. We believe that it 
should be a cardinal principle for FNMA, in all of its operations, to 
make its purchases at prices in line with market conditions. 

Section 211(b) would further amend section 305(b) of the Na- 
tional Housing Act to provide that the maximum charges or fees 
which FNMA may impose for its commitment and purchase of a 
mortgage in the performance of its special assistance functions shall 
be 1 percent of the unpaid principal amount of the mortgage, with 
one-fourth being collected at the time of commitment and the remain- 
der at the time of purchase. 

We believe that FNMA should retain full discretion about these 
fees, which it has at the present time. Certainly, if FNMA is re- 
quired to purchase mortgages at par, and is limited to comparatively 
low fees, it will become a dumping ground for mortgages. 

Section 211(c) would increase from $950 million to a yet to be de- 
termined amount the general special assistance authorization that is 
subject to the discretion of the President. It is our understanding 
that FNMA’s budget estimates recognize that another $150 million 
should be added to the funds that are available for special assistance. 
We believe that, in the interest of preserving a Federal budget sur- 
plus, the amount should not exceed $150 million, 

Title III would provide for chartering of the Home Mortgage 
Corporation to establish, under the Federal Home Loan Bank System, 
a “secondary market for conventional mortgages.” We can see no 
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justification for this legislation. There is a continuous, very broad 
market for conventional home mortgages in this country. Savings 
and loan associations, life insurance companies, mutual savings banks, 
commercial banks, and other investors compete vigorously for con- 
ventional home loans all over the country. Because of flexible interest 
rates on conventional mortgages, the availability of financing is steady 
and in large volume. Interest rates on conventional mortgages are 
flexible and resopnsive to changes in the capital markets, so that the 
flow of conventional loans is very stable. The rigid interest rates 
and the resultant instability in availability of FHA and VA financing, 
which gave rise to the secondary market operations of FNMA, do 
not exist in the conventional home loan field. 

We question the need of savings and loan associations for this 
proposed facility. Their funds for mortgage financing have grown 
spectacularly. In 1945 the savings and loan associations of the coun- 
try made $1.9 billion of home mortgage loans. 

In 1959, after 14 years of unprecedented growth (and in addition 
as the result of ability to obtain loans from Federal home loan banks), 
the savings and loan associations made close to $15.5 billion of home 
mortgage loans—an eight-fold increase as compared with 1945. Out 
of a total of $53 billion of home loans made by savings and loan 
associations outstanding at the end of 1959, nearly $43 billion were 
conventional loans. 

The savings and loan associations already have a facility to aug- 
ment substantially their flow of funds into the conventional mortgage 
market. In 1957, for example, savings and loan associations received 
$1,116 million of advances from Federal home loan banks. The 
amount rose to $1,364 million in 1958 and $2,067 million in 1959. It 
would seem that this rate of advances from the Federal home loan 
banks should be sufficient to meet the liquidity needs of the savings 
and loan associations and to provide flexibility in their operations in 
response to changing market conditions. 

For these reasons, therefore, we recommend strongly against title 
ITT. 

Title IT of H.R. 12152 would authorize the Housing Administrator 
to make direct loans—from funds obtained directly from the U.S. 
Treasury—to nonprofit corporations for the construction of housing 
to be rented with a priority to families of low or middle-income 
displaced from urban renewal areas. 

These loans could be in an amount equal to 100 percent of the 
replacement cost of the housing, could have maturities up to 60 years, 
and would have an annual interest rate of 2 percent. We believe it 
would be against the general public interest to enact this title. 

Congress, in the legislation enacted to meet the needs of citizens 
displaced by urban renewal and by other Government actions to im- 

rove our cities, wisely provided in the original section 221 of the 
National Housing Act, and also in the additional provisions of the 
Housing Act of 1959, for incentives to the private building and lending 
industries to meet these relocation needs. 

Under section 221, in the case of sales housing, the borrower is 
required to make only a $200 downpayment, which can include clos- 
ing costs and the value of the work he himself does on the house. 
Where section 221 rental housing is provided by nonprofit corpora- 
tions, the mortgage may equal 100 percent of the replacement cost in 
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the case of new housing, or 100 percent of value in the case of reha- 
bilitated structures. 

We believe that Congress has provided suitable tools to meet the 
problem of obtaining private financing for homes in the case of per- 
sons displaced by urban renewal. It would indeed be against the 

ublic interest to embark upon a subsidized program as envisaged 
in title II until it has been thoroughly and conclusively demonstrated 
that the present program is unworkable. 

We endorse H.R. 12214, which would remove the present limitation 
on the aggregate amount of FHA general mortgage insurance author- 
ization. With the removal of this limitation, builders would not be 
subjected to the uncertainly as to whether they would have mortga 
insurance available to assist in financing housing = plan to build 
or improve. The homebuilding industry would thus be given added 
stability and a better basis on which to plan. In addition, the FHA 
would Be relieved of the very serious administrative problems which 
arise when its authorization 1s nearly exhausted. 

Finally, we also endorse H.R. 12213, which would increase the: 
statutory maximum interest rate for Capehart housing from 414 to 
514 percent. This increase will serve to restore the maximum rate to 
a competitive position and will thus aid to obtain private financing 
for Capehart housing. 

Mr. Chairman, that concludes our statement. We would be glad to 
answer, if we can, any questions you may have. 

Mr. Rarns. We appreciate your statement, and we have a few ques- 
tions. We will have to limit them, I will say. 

I am not going to get into a discussion with you distinguished 
gentlemen this morning about economic philosophy. I have one 
remark to make, however. Over the years when we were writing the 
legislation which you are now defending seriously, there was always 
something wrong with it. But once we get it on the books, you gentle- 
men always want to preserve a status quo. Take FNMA, for in- 
stance. This committee wrote FNMA. We aren’t about to do any- 
thing to hurt FNMA. What we wanted to do is get it to where it 
will do a better job. Therefore, I don’t quite understand the serious 
opposition on subjects such as whether on FNMA special assistance 
you pay 99 or 100 percent, that is, par. 

Mr. Baughman agreed with me the other day. I said “What are 
we arguing about? What is the difference between 99 and par on an 
FNMA special assistance mortgage?” Should this really be con- 
troversial ? 

Mr. Brown. To my mind it is the question of whether this should 
be purchased at a rate which is administratively determined or at a 
rate which is in line with the rate which will attract private funds. 
If there is a premium in putting these loans with FNMA, it would 
seem to me that a greater flow will result whereas if they can be placed 
at a competitive rate, you have a greater inducement for private funds 
to take the loans. 

It may be that one of my associates would like to add to that, but 
that is my feeling on it. 

Mr. Rarns. Let’s move on to the next question. If FNMA is only 
to be—as I judge you think it should be—only another mortgage 
association operated on a private enterprise basis completely, and is 
not to support the market which the Congress has urged in every 
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single report it has ever issued from the beginning of FNMA—if the 
purpose of FNMA is to help iron out the peaks and valleys in the 
mortgage credit picture and not just to serve as another secondary 
pander it it is not going to do these things, what is the use of hav- 
ing it ? 

_ Why couldn’t you and the savings and loan and the other people 
just do the business that FNMA does. 

Mr. Brown. It would seem to me that our testimony in part an- 
swered your question in that FNMA comes to the fore and does a 
greater volume of purchasing in times when private funds are tight. 

Mr. Ratns. That is what they should do. You agree with that? 

Mr. Brown. Its volume of purchases is reduced when there is an 
easing in the private market. I think this eliminates the peaks and 
valleys, but at the same time—— 

Mr. Rarns. You agree with the idea that FNMA should step 
in when the market is tight and buy mortgages, and should move out 
when the market is better, is that correct ? 

Mr. Brown. I think it has done a very good job in that respect. 

Mr. Ratns. We are together on that. You oppose no downpay- 
ment of FHA loans up to $13,500. What is the difference in having 
no downpayment on a $13,500 FHA loan, and the hundreds of 
thousands of loans that you gentlemen have made with no down- 
payment on VA loans? 

Mr. Brown. I would say there is no difference between having no 
downpayment on a VA or an FHA. I think in our experience we 
have found that the difficulty we have had, both as to delinquencies and 
as to foreclosures, has been concentrated in those loans made with 
the minimum downpayment and the maximum term. 

Mr. Rarns. Well, the truth is that even though there have been 
some foreclosures, of course, as would be anticipated in any program 
no matter how careful, the repayment rate on the no downpayment 
loans has been nothing short of, well, exceptional to say the least, 
hasn’t it? 

The percentage of foreclosures has not been high, even in that 
phase of the VA program, has it ? 

Mr. Brown. I don’t have the figures on that. It has been my under- 
standing that the experience has been very good. 

Mr. Rarns. Very good, in fact, amazingly good. I would say sur- 
prisingly good. I know it is less than 2 percent, and I think less than 
1 percent. 

Do you know, Ehney, what it is? 

Mr. Camp. I do not know the figures, Mr. Chairman. I would like 
to make one comment on that, but before I do T hope the other mem- 
bers of the committee would permit me to say how proud I am of the 
pre of our Congressman from Alabama is playing in the housing 

eld. 

As a citizen of the State, I want to thank you, Albert, for the time 
and effort: you are putting into this matter. But getting back to the 
VA mortgage record—and it has been a fine record, and so has the 
FHA record—but we must remember throughout the period we have 
had increasing loans on the value of properties. So a 100-percent 


loan made today may next year be a 95- or 90-percent loan. I am not 


too sure. ’ 
T know that has helped us all in the way our loans have turned out, 


both FHA and VA. 
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Mr. Rains. You point out the fact that 1959 dollarwise, mortgage 
creditwise, was perhaps the biggest year, I guess—a tremendous 
year—and yet it was second to 1950, I believe, in 1 the number of hous- 
ing starts. 

Some other year had more. 

Mr. Camp. 1955, I believe. 

Mr. Rains. That points up the thing that troubles me. First of all 
I think I would have to say, and I think you will agree with me if 
you check the records, that a tremendous reason for the 1959 volume, 
both in dollars and housing starts, was the Emergency Housing Act 
of 1958. <A lot of people just marked off 1958, but actually the im- 
pact of the building in the Emergency Housing Act of 1958 of course 
didn’t really reach ‘the field until the latter part of 1958, and most of 
1959. You will find that the billion dollars which FNMA put into 
the mortgage credit stream also had a lot to do with reviving house 
building. That is why I am afraid that you are rosy in your esti- 
mates that we are even going to hit 1.2 million. 

Mr. Brown. In 1958 I think in addition to the part which you 
mentioned, which was played by FNMA, you will recall that this was 
a period where we were going through a period of recession. There 

yas a decline in the general level of interest rates and investors bought 
in much greater volume than they had previously, the Gov ernment 
insured and guaranteed loans, because the rate then became attractive 
again as compared with other investment opportunities. 

“In other words, there was a new flow of private funds at the same 
time. 

Mr. Rains. There is no doubt but what that was true, that it was 
a combination of the two. That leads me to point up one other thing 
that I sometimes worry about. You distinguished gentlemen know we 
had the greatest peacetime deficit in the Federal budget in 1958 of 
nearly any year—fiscal 1959, that is—and after 16 years here I have 
come to realize that the best way for this Government to go broke is 
to have a recession. 

I don’t care what it takes, if you have a recession, you can expect 
sizable deficits in the Federal budget. People tell us that the home- 
building industry is a key industry, and they say your help in the 
mortgage cr edit field in housing and the billion-dollar bill Congress 
passed in 1958 had more to do with pulling us out of the recession and 
making a balanced budget possible than any other one activity. 

Do you believe that or not? I am talking about the added income 
which came, and that is what got us out of the recession. There hadn’t 
been any cut in the spending. It was the increased national income 
that got us out of the big deficit we had. 

Mr. Brown. I won’t disagree that homebuilding and home financ- 
ing is a very important part of our economy. I do think that it is 
terribly important that we recognize that there are other things 
which have to be done at the same time and this all has to be done 
within the framework of the accumulation of private savings, to the 
greatest extent possible. 

Mr. Rarns. Now if we do have a slump in housing—and you are 
looking at one who predicts we are going to be well under 1.2 million— 
we are going to be in trouble from the standpoint of unemployment, 
because I have to agree that housing is a key industry—not the only 
one, but one of them. 
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Would you think anything ought to happen in the way of Govern- 
ment action if we went under a million housing units, or would you 
still say that everything is OK, that the status quo is OK? 

Mr. Brown. I think for me it would be hard to say what should 
be done if we did go under a million without knowing all of the aspects 
of what was going on in the economy at that time. It might have 
well been that this would be a time that something ought to be done, 
but I think you would have to consider all facets of the situation 
before saying. 

Mr. Rains. You seem to have the feeling that there is some slacken- 
ing in—I think Ehney shares this opinion—that there is some slacken- 
ing in the desire to buy houses. Can you explain that a little better 
to us? 

We don’t get that information. 

Mr. Camp. Well, Mr. Chairman, of course that information when 
it comes to us, it doesn’t come to us through actual statistics as you 
have, but it is the feel of the pulse of the people with whom we are 
dealing. 

Life insurance companies, of course, make their loans through mort- 
gage brokers scattered throughout the country, and we are talkin 
with them all of the time. I had an interesting letter come to my lick 
last week from Housing Securities, Inc., of New York, that Mr. Tom 
Coogan, who was a homebuilder originally, but now in this particu- 
lar field he is selling mortgages, but he is very close to the home- 
building market. 

Mr. Rains. We know Mr. Coogan. He has already appeared be- 
fore the committee. It would be interesting to hear what he says. 

Mr. Camp. Here is what he says in this letter, which came to my 
desk on May 19: 


The homebuilding industry for many reasons is having a difficult year— 
and then he says— 


Sales of housing have been slow. Starts are off quite sharply, and there are no 
Signs of substantial upturn. We believe very few FHA and VA mortgages 
will be available later this year. 

Now based upon that—I won’t read the rest of the letter, because he 
has mortgages for sale—he says— 

You better go ahead and buy now because the mortgages are not going to be 
available— 

and he mentions the fact that sales of houses have been slow. 

Monday I was talking to our mortgage broker who serves us 
throughout an adjoining State—I won’t mention the name of the 
State, unless you inquire—but he told me that throughout the entire 
State they had unsold houses. Then right in our own home State we 
have been trying to make a few surveys. We have been particularly 
interested in the Huntsville area. You are familiar with that, of 
course. 

We have invested quite a bit of money there. At the end of last 
year we had $41, million invested in Huntsville, so we are interested 
in that area and the chamber of commerce has just made a study 
of the vacant homes in Huntsville, and they came up with 549, and 
they are documented here by areas. 

So all of these things just give me some concern as to whether there 
is a real demand right at this moment for homes. I don’t know 
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whether it is 1.2 million, 1.1 million, or 1 million, but whatever the de- 
mand is, lam a little disturbed about it. 

Mr. Karns. | don’t believe, from the information I gain, there is any 
less desire for homes. I think the cost of them is getting so high, 
particularly the high interest costs, that there may be some holdback 
in that respect, but I regret to see us approach a million houses at a 
time when we talk about being in the exploring sixties, when times 
are such our population is expanding tremendously. At the rate of 
family formation that we have in the country, and to replace our sub- 
standard units, we are going to need a minimum of 2 million houses 
a year to even begin to meet our needs. 

I know that your great industry plays a large part in it, and I will 
say for one that I hope you will continue to do it because I have a lot 
of people write me and tell me “I can’t get an FHA loan either from 
the insurance company, the savings and loan, or any other place.” 

Of course I realize my area is different from certain other areas in 
the country. 

Mr. Camp. Mr. Chairman, could I make a comment right there, par- 
ticularly about our area because you and I are both so interested in it. 
I believe you know in Alabama we have a mortgage broker setup in 
that State that enables us to make loans in every county in the State 
of Alabama, and I think our commitment picture right at the moment— 
now this is not commitments for Alabama loans, it is entire commit- 
ments—but even though we have liberalized our terms right up to the 
minimum type FHA loan, we are not able to get today the FHA loans 
that we i Our total mortgage commitments at the end of April 
were $514 million. A year ago they were $11 million and our high 
point was $21 million. 

Now that is the reason I say in Alabama we are ready to make the 
good, sound FHA loans. In fact, we are doing everything we can 
right at the moment to stimulate the flow of business to us. 

Now that may be unusual. It may not be typical of the Nation as 
a whole, but I did think you would be interested in that. 

Mr. Rats. I was under the assumption that there was not enough 
mortgage credit available in Alabama for FHA loans, particularly on 
reasonable terms. 

Mr. Camp. That is the reason I wanted to comment right there be- 
cause we are doing just everything we can to stimulate more business, 
more FHA business, in Alabama. 

Mr. Rains. Well, I will pass that information on. 

Mr. Camp. I wish you would. 

Mr. Rains. I would like to ask you more questions, but we have 
many more witnesses. Mr. Addonizio. 

Mr. Apponizio. Thank you, Mr. Chairman. 

Mr. Brown, I would ike to refer you to the bottom of page 2 of 
your statement where you talk about the availability of residential 
mortgage enencing and indicate to us that this concern that we had 
about a serious decline in 1960 was not justified. 

I believe you admitted to the chairman that housing starts are down 
for this year. As a matter of fact, the figures I get for the month of 
April shows that the annual rate of private housing starts was still 
about 300,000 units below last year, which is about 22 percent. 

Now with that fact established, isn’t this a question of less demand 
for mortgage money rather than the availability of it? 
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Mr. Brown. I am not sure I understand your question, Mr. 
Addonizio. 

Mr. Apponiz10. Well, in view of the fact that we are building fewer 
houses, isn’t there less of a demand for mortgage money ? 

Mr. Brown. We think there is a lesser demand; yes. 

Mr. Apponiz10. Well, certainly your argument about the availability 
of it isn’t justified. I think it is only available because there are less 
people demanding it. If we were building more houses it wouldn't 
be as available. 

Mr. Brown. Well, I think this is a question that has two sides. You 
have to have the money and you have to have the buyers. It looks to 
us like there would be the money available and the buyers available 
to have somewhere in the neighborhood of 1,200,000 this year. 

Mr. Appontz1o. Well, certainly it is true as far as FHA and VA 
mortgages are concerned, particularly in the South and Southwest, 
there isn’t mortgage money available for those loans. 

Mr. Camp. If I may comment, I have just made the statement that 
in Alabama where our company operates pretty heavily, the money is 
there. Our commitments are at the lowest point that they have been 
in years and I don’t quite understand it, that the demand for these 
loans just doesn’t appear to be there, but we are trying to do what 
we can. 

Mr. Apponiz1o. Is it probably because the people can’t pay the high 
interest rates and the discount that is required ? 

Mr. Camp. We don’t think so, Mr. Addonizio. The difference in the 
monthly payment as the interest rate varies doesn’t seem to be enough 
to affect the buying of a home, to just a very small degree, I would 
say. 

Mr. Apponiz1o. Now tell me this: In view of the fact that we have 
these figures before us of about 300,000 less housing starts this year, 
do you consider this he: uthy as far as our economy is ¢ concerned ? 

Dr. O’Leary. PerhapsI might help to clarify this : alittle. What we 
are saying is that this year there will be i increasing availability in 
credit, but you have got to keep in mind the fact that between the 
time money becomes available and the actual reflection of that increased 
availability in housing starts, there isalag. It takes the builders time 
to use these funds. Our feeling would be that if the demand is there, 
which we have some question about just as you are suggesting, our feel- 
ing is if the demand is there to take this credit, the second half of 
the year ought to show a much faster rate of residential construction. 
based on the fact that money began to become available much earlier 
in the year. 

There is a lag between the time, let us say, an insurance company 
makes a commitment on a house and the time it actually is reflected 
in a housing start, so that there is the 3- or 4-month lag between the 
time money eases up and the way it gets reflected in the start figures, 
and that is an important thing, I think, to bear in mind here. 

If 4 or 5 months from now you haven’t seen these start figures turn 
up, then you would have a very good ground for saying “Ww ell, there 
is something phony about this, either the money didn’t “become avail- 
able, or people aren’t willing to take it at the rate that it is available.” 

But I don’t think that we have yet had the test of this because of the 
fact that there is this lag of 3 or 4 months. 
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Mr. Apponizio. I am still waiting for an answer about whether you 
think this is healthy for our economy. 

Mr. Camp. Well, I would like to make one comment on that. I 
would think whether our economy is healthy would depend upon a 
study of all factors of the economy. If housing demand is down and 
we are not getting the building of houses, but at the same time we are 
getting the building of plants and commercial buildings, that might 
give us a very stable or fast-growing economy. I am not too sure that 
we can expect housing always to carry the full load of keeping our 
economy at a high level. 

Mr. Apponizio. Don’t you agree with me and certainly I think it is 
universally accepted throughout the country that the main reason for 
the 1957-58 recession was the drop in housing starts ? 

Mr. Brown. I would say, answering your question directly, I don’t 
personally think that the drop in housing starts is going to be great 
enough so as to jeopardize the soundness of the economy. 

Mr. Apponizio. I certainly hope you are correct. Now I noticed 
that in answer to one of the questions that. the chairman asked you that 
you opposed the downpayment feature of this bill in respect to FHA 
loans on houses up to $13,500. 

Mr. Brown. Yes, sir, that is right. 

Mr. Apponizio. Now do you agree with the administration’s posi- 
tion of not extending the loan program for GI’s?) As you know that 
expires July 25. Are you in favor of having that GI loan program 
dropped ? 

Mr. Brown. We have testified before, and we have not directed any 
of our statement here to that, to the effect that we feel that the purpose 
for which this was enacted, that is the readjustment of veterans to 
civilian life as far as veterans of World War II are concerned, has 
been pretty well served. If it is to be continued, we feel it is vital that 
it be done at a rate which is competitive so that money can go into the 
program. 

Mr. Apponiz10. Now, in regard to your comments on the relocation 
assistance, don’t the life insurance companies of America favor the 
urban renewal program ? 

Mr. Brown. I would say we have participated in it from a lending 
point of view and an equity point of view. 

Mr. Apponizio. Don’t you believe that we have a special obligation 
to those families who have been displaced by Government action in 
trying to get them housed ? 

Mr. Brown. Are you speaking as far as the downpayment require- 
ments are concerned ? 

Mr. Apponiz1o. I am speaking in reference to this program that 
provides for 60-year loans at 2 percent interest rates. 

Mr. Brown. We feel that there is a need to take care of these peo- 
ple who are displaced, but we think we have provision for it now, and 
we think that a 60-vear loan at 2 percent is completely unrealistic. 

Mr. Appontizto. Well, you feel that section 221 can do the whole 
housing job, as I understand your statement, and the figures that I 
get are that in the 5 years this program has been in existence, it has 
only provided 16,000 units. Certainly this is not doing the job and 
I feel that it is so obvious that we need something in the way of pro- 
viding for additional housing in this field and to me this seemed to be 
an answer to it. 
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Mr. Camp. I think this raises the question, Mr. Addonizio, as to 
how much demand there is in that field, because you say it has been 
used to the extent of 16,000, but remember, under section 221 we al- 
ready have a 100-percent loan, 40 years, I think, except for a $200 
downpayment to cover closing costs. 

Mr. Apponizio. Excepting that this brings about rents that these 
individuals cannot pay. 

Mr. Camp. Do you mean the 40-year loan would do it, would bring 
about a rent that he couldn’t pay ? 

Mr. Apponizio. Yes; and that is the thing that we are trying to 

t at. 

Y ePhaedk you, I have no further questions. 

Mrs. Grirrirus. Mr. Chairman. 

Mr. Rarns. Mrs. Griffiths. 

Mrs. Grirrirus. On page 7 you state that homeowners show a 
great regard for their obligations and exercise greater care of the 
property when they have a financial interest at stake. 

I think in general people believe that. Do you have any facts and 
figures to prove it ? 

Mr. Brown. We each year make an analysis of our own experience 
in the delinquency and the foreclosure field. Unfortunately I have 
not brought that with me, but they do show that our delinquency and 
our foreclosures have been heavily concentrated in the loans made 
with the least downpayment, and for the longest period of time. 

Mrs. Grirrirus. And to whom were those loans made in general ? 

Mr. Brown. This is both in the VA and FHA field, so it is to in- 
dividual homeowners of a broad cross section of the country. 

Mrs. Grirritus. Do you make conventional mortgages ? 

Mr. Brown. We make conventional mortgages, too. 

Mrs. Grirrirus. I personally think there is some reason to doubt 
that the reason homeowners do not take care of homes is because they 
don’t have a financial stake. The real truth is that anybody who 
makes payment over a year or two period, whether he made any real 
downpayment or not, in a rising market actually does have a stake. 

Mr. Brown. In arising market, that is true. 

Mrs. Grirritus. I think probably you would do the country a great 
good if you ran a survey on just exactly what type of person is most 
apt to take care of a home. Really I would like to recommend it to 
you. I think it would have some great value. 

Mr. Brown. It would be a very interesting study. We try to do 
that as far as our own mortgages are concerned, and, of course, this 
is only a very small part. 

Mrs. Grirrirus. It would be of value to the Nation itself to know 
who these people are and what they need to know before they take 
care of a home. 

Mr. O’Lxary. May I say I think you have made a very worthwhile 
suggestion and I think it would be possible for us to do this with a 
group of life insurance companies and run a survey to get just the 
sort of information you are talking about. It is going to be hard 
to do it because these cases are tailor-made cases and it is going to 
be hard to classify it, but I think we could do it. I agree with you 
fully, this sort of information would be useful, and I think indi- 
vidual companies could do it. We could contact 50 or so life insur- 
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ance companies which keep their own records in this way, but where 
the data is not pulled together: I think we could get that information. 

Mrs. GrirrirHs. A nice objective survey, not one pointed to show 
that if you didn’t make a $5,000 downpayment you are not competent 
to take care of the home, but a survey as to what was in the back- 
ground of the people that caused them to take care of a home or 
not to. 

I happen to know of a real expensive home where the only thing 
the person considered in making any kind of improvement to that 
home was whether or not it would have a compensating resale value. 
Now that is a remarkably foolish attitude to take toward your home. 

Mr. O’Leary. I would suggest that you get the staff here with your 
assistance to draft this survey and then we will circulate it and then 
we will be sure it is objective. 

Mrs. GrirFirHs. That is a real good suggestion. Thank you very 
much. 

Mr. Rarns. Let me thank you, gentlemen, for a good, informative 
discussion and we always are interested in your ideas and help. 

I wish we had more time, but this is an extremely busy day on the 
House. ‘There will be four or five rollealls and we want to get through 
with Mr. Neel of the mortgage bankers next, and we would hope that 
we could get through with Mr. Henry Bubb of the United Savings 
and Loan League by noon. 

Thank you very much for coming. 

Mr. Brown. Thank you, Mr. Chairman. 

The next witness is Mr. Sam Neel. We passed you by, Sam, be- 
cause when we called you you were not here. I understand that Mr. 
Greer, who is chairman of the legislative committee, is not here and 
that you are going to do the speaking; is that right ? 

Mr. Neen. Yes; it is, Mr. Chairman. 


STATEMENT OF SAMUEL E. NEEL, GENERAL COUNSEL, MORTGAGE 
BANKERS ASSOCIATION OF AMERICA 


Mr. Neeru. My name is Samuel E. Neel. I am general counsel of the 
Mortgage Bankers Association of America. TI want to offer my 
apologies to the committee for not being persent earlier. I had ex- 
pected that you gentlemen would have more questions of your first 
witness and didn’t make enough allowance for the traffic. 

Mr. Greer was here in Washington as late as yesterday evening and 
was called home for an emergency and asked me to extend to you 
his apologies. 

Mr. Rarns. We are glad to have you, sir. 

Mr. Neex. You gentlemen know from previous occasions that the 
Mortgage Bankers Association of America is an organization of about 
2,000 different individuals and companies comprising different kinds 
of institutions. The bulk of our membership is composed of mortgage 
companies which act as correspondents for savings banks and life in- 
surance companies which have funds to invest and which look after 
their interests and service these mortgages in the localities where the 
mortgages are made. The life insurance companies and the savings 
banks, title companies, and other people investing in mortgages are 
also members of the association, but the basic job which the people I 
represent do is the effort to bring the people who need money to fi- 
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nance the mortgages on the houses they want to buy together with the 
people who have the money to invest; and therefore, our attitude on 
some of the proposals before you, while it does reflect the principles 
for which this association has stood for many years, and which are 
embodied in our general policy statements which we have made avail- 
able to you from time to time, reflects a more practical approach to 
the problems and that is the question of what effect will the proposals 
have upon our ability to sell the merchandise that we create. 

In this regard we are speaking particularly of the FHA and the GI 
mortgage. We can almost always find some provisions that you gen- 
tlemen suggest or that we suggest which appeal to us and which will 
help us in this regard, but in many instances it is our opinion that 
some of the proposals that come before you and which are considered 
by you because of your sincere regard for the necessity of people to get 
money, make it more difficult for us to do the job which we have which 
is to interest the people that have the money in the merchandise. And 
this is true with reference to some of the provisions in the bills before 
you, particularly, for example, the provision which would extend the 
maturity of the FHA loan and extend the amount of the loan so far 
as downpayments are concerned. I am sure that many of you will 
agree that it will be more difficult to find people in today’s market who 
are interested in loans with maturities of 40 years than it will to find 
them who are interested in maturities of 25 years. People who are 
lending money worry about the position they are going to be in in 
years ahead and I suspect that if this provision went into law we 
would find it very difficult to find people who are interested in invest- 
“—> this type of mortgage. 

his would put us again up against the problem of trying to create 
a special market for these loans and to find other sources of funds 
and here again we get into the question of whether FNMA should 
be required to purchase these kinds of mortgages that aren’t acceptable 
at what sometimes seem to be unrealistic prices; that is, prices which 
seem not to reflect market conditions. In an effort to try to consider 
some of the real problems that face this industry and to be construc- 
tive, things that you gentlemen frequently legitimately criticize us 
for not being, we, together with the National Association of Real 
Estate Boards and the Home Builders Association, have been working 
for quite awhile and we have presented for your consideration prop- 
ositions which are embodied in your bill, Mr. Rains, H.R. 12216. 
While being perfectly willing to answer individual questions which 
you have about our attitude on the proposals in the two main bills, 
12153 and 12154 that are before you, I would like to take what little 
time I have to tell you that we are very 

Mr. Rarns. May I interrupt, Mr. Neel, to say that on that partic- 
ular one, the so-called mortgage bank, we are very much interested 
in having your views and so we are studying it. We don’t know 
all of the answers so we will be delighted for you to devote your special 
attention to that section. 

Mr. Neex. Well, I appreciate it, Mr. Chairman. This bill, 12216, 
the provisions of it which we have been working on, really it has 
two main titles and it accomplishes two main purposes. Title I deals 
with the operations of FNMA and it does basically two things. First, 
it strengthens that organization in our opinion by recreating it under 
a Board of three people to be appointed by the President with the 








GENERAL HOUSING LEGISLATION 453 


advice and consent of the Senate. As you know, FNMA today is 
operated by Mr. Stanley Baughman as President, and a Board of 
Directors. We have the highest regard for Mr. Baughman. He has 
done a magnificent job, we believe. “Nev ertheless, we worry from time 
to time what would happen in FNMA if somebody with less ability 
than Mr. Baughman were its President. 

The Directors of that organization, until very recently were mostly 
employees of the Housing and Home Finance Agency. Recently, as 
you gentlemen know, there have been other people added to the Board. 
We think, however, it would protect both the legitimate interest of 
Congress in this organization and the interest of business and the 
interest of the administration if this agency were recognized as what 
it is, namely, a multibillion organization, and it could be more appro- 
priately managed, we believe, by a Boar ‘d of Directors appointed for 
staggered terms and who were directed to fix policy for the Biwads ‘iation. 
We have also provided in this bill for a formal advisory council of 
interested industry people who would be required to meet from time 
to time and who would represent broadly the whole range of industry 
interest in FNMA and who would give the Board of Directors the 
benefit of their views on many subjects. The bill also provides for 
one additional power which is in other bills that are before you, and 
that is it authorizes FNMA to make loans on the security of FHA 
or GI mortgages. This isa proposal which has been up in the Congress 
on many occasions. As a matter of fact, it was in the bill, one of the 
bills which was vetoed by the President last year. 

The proposal we have would authorize loans for a 12-month pe- 
riod with the provision that they might be renewed. They would be 
recourse loans and the interest rates on the loans would be as set by 
FNMA. There would be a requirement that people who secured loans 
from FNMA would also have to purchase stock in the organization 
as they do when loans are sold to FNMA. We think that under 
proper controls this would be a desirable purpose and a desirable 
function to be achieved by the organization. Many times people who 
originate loans find themselves for one reason or another in a situa- 
tion where due to circumstances over which they have no control they 
can only market loans at a substantial discount or at what you might 
call “distressed” prices. In this situation if they had the ability to 
borrow against those loans—in the present bill I think we call for a 
loan not in excess of 90 percent of the outstanding principal amount 
of the loan—if they had the ability to put those loans into escrow, so 
to speak, for a limited period, not indefinitely, in this case a year, 
there might very well be more encouragement on the part of mort- 
gage companies to take a position in the ‘market, so to speak, to origi- 
nate loans for immediate delivery if they knew that if things really 
went wrong and they had not estimated the situation correctly they 
would have the privilege of, in effect, waiting the situation out at least 
for a 12-month period. 

Title II of this bill is a whole new concept, Mr. Chairman. It isa 
concept involved in the creation of Federal mortgage investment com- 
panies. The whole intent and purpose of the title of this bill is to 
try to do what so many people have said is really necessary if we 
are to be able to finance the construction that is going to be needed 
in this country. namely, to find new sources of funds for mortgages. 
If you look at the tremendous amounts of moneys that are accumulat- 
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ing in pension funds all over the United States, not necessarily the 
enormously big ones that you are familiar with, but small teachers’ 
funds and smal] companies’ funds, private funds, you find that billions 
and billions of dollars in the aggregate, although individually small 
in amount, are being held for investment all over the United States 
and practically none of it is going into mortgages. This isn’t healthy 
either for the funds in my opinion nor is it healthy for our economy, 
and the big problem has been how to tap that money, how do you get 
at it, how do you convince people that a mortgage is a good invest- 
ment, which it is, for that kind of money. 

The reluctance has been very great on the part of institutions that 
have charge of the management of these funds. They don’t want to 
involve themselves in the mechanical problems of handling a mort- 
gage portfolio and we in the mortgage lakes have attempted to de- 
vise various arrangements to overcome these reluctances. There is 
a company, for example, called the Investors Central Mortgage Corp. 
which in effect performs the home office function of a life insurance 
company for people who want to invest in mortgages. There is a com- 
pany that was organized 2 years ago called the Mortgage Corpora- 
tion of America which put through the Securities and Exchange 
Commission an issue of collateral trust notes against the security of 
a pool of FHA mortgages. This bill would give a Federal Mortgage 
Insurance Corporation much this same kind of avenue to try to offer 
to a pension fund a security that looks like the kind of thing they are 
used to handling, a bond or a collateral trust note which would have 
a fixed interest rate and a fixed maturity but which would be stand- 
ardized to a certain extent, because these corporations would be 
chartered by FNMA and therefore would be under their supervision 
and control. Therefore, if this kind of thing were done and if people 
put the necessary money, $250,000 to start, a million dollars before 
they could issue debentures, if people put this kind of money in this 
kind of organization, you might have the creation all over the United 
States of a standard form of collateral trust note or debenture which 
would quickly we hope come to be recognized as the equivalent of 
an FHA or GI mortgage in terms of safety, but as much better than 
that type of security from the investor’s point of view because he 
would have none of the problems involved in owning a mortgage out- 
right. Also a person who only had $10,000, $15,000 or $20,000 to 
invest and if he invested it directly in a mortgage would only own 
one or two mortgages, would, by this device, be able to own that 
many dollars of debentures which represented a proportion of a big 
pool of mortgages, and thus his protection and security would be 
better. 

We have suggested in setting up these companies that there be fairly 
strict controls over them. We have suggested that they not be 
allowed to issue debentures against anything except FHA and GI 
mortgages. We have suggested certain possible tax treatment of the 
corporations similar to the tax treatment that you gentlemen au- 
thorized when you created small business investment companies, that is 
advantages to the stockholders who invest in the company and ad- 
vantages to the company, for example, the ability to set up reserves 
before the payment of income taxes. We have not suggested that 
debentures to be issued be tax exempt although in the old title IIT 
of the Housing Act upon which this, you might say is fundamentally 
based, there was such provision. We hope that you gentlemen will 
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see the potentials of this and also see the possible dangers. But 
we hope it will warrant your approval. We have tried to be construc- 
tive. My statement is limited because I realize your problems as 
to time. 

Mr. Rarns. Let me ask you a few questions. As you propose this 
Central Mortgage Bank, what would be the Government’s responsi- 
bility or obligation ¢ 

Mr. Nee. As we have suggested here, Mr. Chairman, there would 
be no direct Government obligation involved at all except the obliga- 
tion of FNMA to supervise the institutions. 

Mr. Rarns. Now, of course, this particular function which you de- 
scribed would in no way affect FNMA’s operation of special assistance 
programs which is another arm of FNMA’s operation / 

Mr. Nee. No, it would not. 

Mr. Rains. It would not affect it ? 

Mr. Neeru. This would be a new chartering function. 

Mr. Rains. Now, as a matter of facing the realities of the situation, 
Mr. Neel, it will be necessary, will it not, to have the Ways and Means 
Committee, since they are to handle the tax features of this bill 

Mr. Neet. I am sure they will, like they handled the small invest- 
ment company tax features. 

Mr. Rarns. Are we correct in our understanding that this study 
is the combined work of the National Association of Home Builders, 
the real estate boards, and the mortgage bankers; is that correct ? 

Mr. Neex, That is correct. 

Mr. Rains. You can be assured we are in accord with the objectives 
of the proposal. It is new and novel, especially the part about the 
investment companies, the details of which we are not too informed 
on, but we hope to go into it very thoroughly and very seriously. 

Mr. Neev. Thank you, sir. 

Mr. Rains. We want to express our appreciation to you and those 
who worked with you because we have been asking for every possible 
method of getting more mortgage credit into the homebuilding field. 
Thank you very much for a good statement. 

Mr. Negev. Thank you, sir. 

Mr. Rarns. We are going to take out of turn, because he is so busy 
this afternoon, our old friend, Henry Bubb, who is speaking on behalf 
of the U.S. Savings & Loan League. 

Come around, Henry. We are delighted to have you here and we 
are not going to rush you, but there may be some rollcalls a little later. 

Mr. Buss. Thank you very much, Mr. Chairman, and ladies and 
gentlemen of the committee. 

Mr. Rains. Henry, you may proceed in any manner you see fit. 

Mr. Buss. Thank you, Mr. Chairman. 


STATEMENT OF HENRY A. BUBB, CHAIRMAN, LEGISLATIVE 
COMMITTEE, U.S. SAVINGS & LOAN LEAGUE 


Mr. Buss. My name is Henry Bubb and I appear here today as 
legislative chairman of the U.S. Savings & Loan League. The 
league consists of 4,700 savings and loan associations located in every 
State of the Union and representing over 90 percent of the total sav- 
ings and loan assets in the country. I appreciate this opportunity to 
xpress our views regarding the various pending housing measures. 
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Over the years the distinguished chairman and members of this 
subcommittee have shown a constructive interest in the savings and 
loan business and in sound legislation for our institutions. We are 
very grateful for this. 

There is only one section in the pending housing bills that directly 
affects savings and loan associations. This is title III, Secondary 
Market for Conventional Loans, in H.R. 12153. We would like to dis- 
cuss this title and then later make some general comments regarding 
other housing proposals. 

For some time the U.S. league and others have given consideration 
to the problem of establishing a secondary market facility for con- 
ventional loans. The conventional loan has always been the work- 
horse of the home financing field—in fact, during the past 5 years 
about 70 percent of all mortgage loans in this country have been con- 
ventionally financed. 

We feel that the fine contribution of the conventional loan could 
be even greater if it were not at a disadvantage so far as a secondary 
market is concerned. As it stands now, there is no organized market 
of any kind for conventional loans. Conventional loans are quite 
different from FHA and VA loans. Tf you have FHA and VA loans, 
they can be sold to Fannie Mae, or you can nack your bag and go to 
New York City and talk with the various life insurance companies, 
savings banks, commercial banks, and savings and loans and get a 
pretty accurate idea of the market. But with conventional loans, they, 
of course, cannot be sold to Fannie Mae, and the life insurance com- 
panies, savings banks, and commercial banks are quite restricted by 
law and practice against. conventional loan purchases. 

About the most you can hope to find is another savings and loan 
where you can individually negotiate a sale and purchase. Of course, 
the narticipation loan plan, whereby associations in areas of surplus 
funds by 50 percent of a loan originated in an area of morteage 
shortage, has proved quite helpful. Several hundred million dollars 
of loans have been purchased through this program, but there still 
remains a substantial gap. 

To fill this gap, we feel it would be desirable to create a new seec- 
ondary market facility as provided in title TTT of H.R. 19153. This 
title provides for the establishment of a Home Mortgage Corporation 
which would buy and sell conventional loans from members of the 
Federal home loan bank system. 

The Corporation would be under the jurisdiction of the Federal 
Home Loan Bank Board and would receive its initial canital by sub- 
scriptions from the Federal home loan banks. The Federal home 
loan banks, of course, are owned entirely by their memher institutions 
and no Government money would be involved. The Home Morteage 
Corporation would also raise funds by requiring a stock purchase 
from those associations which sell loans to the Corporation. This 
stock purchase would be in the amount of 2 percent of the face amount 
of the mortgages sold. 

The Corporation would obtain further money by issuing debentures 
or obligations in an amount not to exceed 10 times its capital, surplus, 
and reserves. These debentures would be sold in the public market 
and it is our hope and expectation that many of the purchasers will 
be i ta whose funds do not normally go into the housing 
market. 
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In this way the total amount of housing credit will be increased 
rather than just reshuffled. For instance, we have high hopes that 
debenture issues can be tailored to the needs of pension funds. 

I needn’t dwell on that as Sam Neel has just touched on that phase 
of it. 

To date very little pension fund money has found its way into hous- 
ing. Incidentally, the long experience of the Federal home loan 
bank system in the sale of debentures will be very valuable. The 
money market is already familiar with the Federal home loan bank 
system and we think it would have confidence in the securities of this 
new subsidiary. 

In conclusion, then, we feel that the secondary market program is 
desirable because it would provide an orderly market for the conven- 
tional loan, because it will provide a better geographic distribution of 
mortgage money, and because it will bring into the housing field funds 
that otherwise would not be available. 

While this new secondary market device is the only legislation di- 
rectly affecting our institutions, we do have some comments on some 
of the other pending proposals. 

We are opposed to further lowering of downpayments for FHA 
loans. The present downpayment schedule is already extremely lib- 
eral. There may be a day when we are in an economic slump or home- 
building is in a tailspin when we will regret not having reserved some 
room for liberalization of FHA as a stimulus. 

As a matter of fact, we cannot believe there is anything burdensome 
or unreasonable about the present downpayment schedule. A down- 
payment of $405 on a $13,500 home certainly is not excessive. It is 
less than the downpayment on an automobile, which costs only one- 
fourth or one-fifth as much as a house. 

We also believe that the present 30-year maximum is ample matu- 
rity for a home loan. Anything beyond this gets into the nature of 
rental, rather than ownership, and the equity builds up so slowly that 
it may not even match depreciation. A loan with a 35-year maturity 
is only reduced 12 percent after 10 years and a loan with a 40-year 
maturity is reduced less than 9 percent after 10 years. 

Putting it another way, after 10 years of payment on a 40-year loan, 
the principal remains at 91.3 percent of the original amount. The 
borrower is on a treadmill rather than accomplishing homeownership. 
When the homeowner is ready for retirement and his income is re- 
duced, he finds he still has substantial monthly payments to meet and 
a house that may be worth barely more than the remaining mortgage. 

While we are sympathetic with the problems of persons displaced 
by urban renewal projects, we feel that some more orthodox method 
of assistance can be developed than the provision for 60-year, 2-per- 
cent loans. Maybe I am too old fashioned and orthodox, but I cannot 
reconcile 60-year, 2-percent loans with any form of home financing. 

A normal interest rate for such housing would probably be 5 per- 
cent. This means, in effect, that there would be a 3-percent subsidy on 
these loans—a subsidy which over the life of the loan would exceed 
the original value of the project. Some of the displaced families, re- 
gardless of inducements, are going to want to buy their own homes and 
the Congress will be requested to give them the same liberal loan as- 
sistance that the apartment dwellers are given. 

56021—60-——30 
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We feel that H.R. 12216, reconstituting FNMA and providing for 
Federal mortgage investment companies could have very substantial 
effects on existing housing and home financing facilities. While the 
basic ideas in this bill have been discussed for some time, many of the 
specific proposals are new and we feel that the bill needs further study. 
There is no question but what Fannie Mae could be utilized to better 
advantage as a true secondary market for FHA and GI loans. We 
feel that both Fannie Mae and the Federal Home Loan Bank System 
could be given additional duties and responsibilities in the home 
financing field. Our own conventional secondary market proposal is 
only one of several ideas and it, itself, may require additional study. 

H.R. 12216 would create a whole new system of lending institutions 
and the consequences of such creation are bound to be substantial. 
The committee is familiar with the fact that there is also under serious 
study a new system of federally chartered savings banks. 

Today there are four institutional types of home mortgage lend- 
ers—savings and loan associations, savings banks, commercial banks, 
and insurance companies. I think there is a question as to whether a 
fifth or sixth type of system should be created, or whether it would 
be preferable to improve on the existing systems. They are already 
competing for available savings capital and searching for better ways 
of stimulating thrift and encouraging homeownership. We would 
urge that the committee give very careful study to the whole subject 
before authorizing a completely new system of home financing. 

Mr. Rains. Thank you, Mr. Bubb. Just a few questions: Isn’t one 
of the real drawbacks and problems in dealing with conventional loans 
through any kind of central mortgage facility, whether it be your sec- 
ondary market plan under Home Loan Bank Board or some other, the 
nonuniformity of mortgage laws and regulations in the various States 
of the Nation ? 

There is the fact that foreclosure laws are not the same and there are 
other legal difficulties. Isn’t that one of the big problems that will 
confront us with any secondary market on conventional mortgages? 

Mr. Buss. Yes, sir; it is, Mr. Chairman. 

Mr. Rarns. Have you in your thinking on the secondary market 
proposal under the Home Loan Bank Board, have you any proposals 
or suggestions as to what this committee could do to help you get uni- 
formity in the various places. I know we can’t rewrite all of the 
State laws, but is there anything that we can do along that line? 

Mr. Buss. Well, of course, that is true, neither you nor we nor any- 
body else can do that, but I think if there were such a program avail- 
able it would encourage the States to have more uniformity, plus the 
fact that mortgages put into this home mortgage corporation would 
have debentures sold against them and the pension funds could buy 
those debentures where they wouldn’t actually be dealing in the mort- 

ages and in such a way as that they would have no worry about the 
State foreclosure laws as far as I could see. 

Mr. Rarns. I asked the Home Loan Bank Board a question this 
morning. Assuming that this facility gets into operation, how much 
more expensive in interest rates to the one who gets a home mortgage 
would it be to have his loan financed through this secondary market 
than it is through the present channels of the savings and loan? 

Mr. Buss. It wouldn’t be any more expensive, any more than right 
now. It is no more expensive to a mortgagor that gets a mortgage 
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from a savings and loan association whether that savings and loan 
association is using funds received from its savers or money bor- 
rowed from the Federal Home Loan Banks. 

For instance, some associations like to continue in the mortgage 
business even when they run out of funds. So they go to their regional 
Federal Home Loan Bank to borrow money. Well, those rates at 
the Federal Home Loan Banks have been as high—at least in my area 
it has been 514 percent. I don’t know whether it has gone to 514 
in other areas or not. We were perfectly willing to pay the Federal 
Home Loan Bank at Topeka 514 percent for money when we were 
paying our shareholders 4 percent in order to stay in the mortgage 
market at that time and we so borrowed. 

Mr. Rarns. And the money that you use that came from Federal 
Home Loan Bank at whatever it was, 514; did you put that out in 
mortgages at the same rate of interest return ? 

Mr. Buss. Exactly the same rate of interest return; yes. Competi- 
tion in the mortgage market determines that. It doesn’t make any 
difference what money costs you, you have to loan at prevailing rates. 

Mr. Ratns. Do you think that we have gone sufliciently forward 
with our studies to where it would be safe to do anything other than set 
up the organizational framework for this secondary market? Can we 
now write or should we write into law any specific details of the 
operation or leave that up to the Home Loan Bank Board for reg- 
ulation ¢ 

Mr. Buss. Well, we have had a little experience with regulations 
they have written where you write the law and just recently, as you 
know. Of course, any law that gets a lot of details written into it is 
going to be a little hard to operate under. Yet, on the other hand, I 
would think that you certainly have to write some specifics into it 
when you write it, although as I pointed out possibly this late in the 
session and with all of these proposals before you, it would be better 
to study them all as a group rather than jump into it right away. 

Mr. Rarns. Well, of course, this committee wants to study these 
proposals carefully but we also get to the point where we want to take 
action. 

Mr. Buss. We are certainly willing to go into it right now as far 
as the industry is concerned. 

Mr. Rarns. One other question and I want you to understand that 
i am not committed to every detail of this proposal to provide re- 
location housing that you testify about. Many of these things in here 
were introduced for study. But we are squarely up against a serious 

roblem. Section 221, to be kind to it, is not doing the job of re- 
ating these people and I am talking about the real poor people who 
can’t buy these homes, these people who are being knocked out by 
urban renewal and the highway program in the big cities. Some of 
them can be housed in public housing, maybe, but that, as you know, 
is a real true and complete total subsidy on rents themselves. Now, 
I will ask you the question; is it any worse to subsidize on rents— 
we are talking about people now who can’t buy a house you can 
finance—is it any worse to subsidize on rents than it is on interest ? 

Mr. Buss. Probably not, but let me answer this this way, Mr. 
Chairman. I think the communities in which the Government puts 
urban renewal money into them have some responsibilites. I don’t 
think that the Government has to subsidize the whole thing all of the 
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way through. Now, we have an urban renewal program in a com- 
munity in which I live. Up to now, we have no public housing in 
Kansas. There is no public housing available to these people. 221 is 
not doing the job. I don’t think it is entirely the fault of some of the 
urban renewal offices that 221 isn’t working but without going into 
that, we, as a local community, got 400 people together and each of the 
400 people subscribed and underwrote up to $2! 50 per person for hous- 
ing for these people that couldn’t afford 291. I think if the com- 
munities would realize the responsibilities they have it would be a 
whole lot better than putting more Government money into them, even 
on a 60-year, 2-percent loan. 

Mr. Rarys. I will say that we have been dreaming for years that 
somebody would bring us an answer to public housing, but I don’t 
know myself what to ‘do about these people that are being uprooted 
and can’t go anyplace else. It is not a big problem in my area, I 
will admit ‘that completely, it is no problem at all, but it is apparently 
in some regions. 

Mr. Buss. Well, it certainly is a tough problem to face. 

Mr. Ratns. Do you think that there would be any way that we 
could expand 221 to make it—how long a maturity is that? 

Mr. Buss. Forty years. 

Mr. Rarns. Well, it is a problem, I guess, that we will all have to 
worry about, but something is going to have to be done about it. 

Mr. Bubb, I wish I had more time, but I see a lot of people here 
who would like to ask questions and I want to express my appreciation 
to you and also to the very fine job which your great organization 
does. It was a great tribute that my distinguished friends, the in- 
surance people, paid you when they said in 14 years you had gone 
from $114 billion to $15.5 billion in mortgage financing. That is 
quite a record. 

Mr. Buss. Thank you very much, Mr. Chairman, we appreciate it. 

Mr. Rarns. Do you have any questions, Mrs. Sullivan? 

Mrs. Sutuivan. No, Mr. Chairman, I will skip it. 

Mr. Rarns. Mr. McDonough. 

Mr. McDonovuen. I appreciate your fine statement, Mr. Bubb. It 
is very reassuring to have the sound logic that is advanced here, that 
is expressed in your statement. I also appreciate the statement of the 
chairman that these bills that we have under consideration are largely 
to stimulate study, probably to bring about criticism rather than the 
actual legislation that will finally be written. I certainly hope so 
because I can see some things in both of these bills that are very 
revolutionary. You didn’t make any mention of the bill that finally 
did squeak through the House on the billion dollar FNMA par pur- 
chase, and which is over in the Senate. 

This is repeated to a large extent in this bill. The policy of the bill, 
was based on the fact that we were facing an extreme emergency in 
housing back in January. Well, the bill hasn’t become law yet, and 
we are in May. 

What is your opinion of that? 

Mr. Buss. Well, of course, Mr. McDonough, we filed a statement 
on it at that time, but I might just say that we feel that we still do not 
fee] any emergency exists in housing. 

Mr. McDonovucn. Now, on the two other items that I think are 
rather essential, FHA goes along from year to year for additional 
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authorization and I think if they had a perspective of no limitation 
on their reauthorization on a permanent basis, that they could operate 
a little better. 

What do you think about that ? 

Mr. Buss. Are you talking about title I or title II, or everything? 

Mr. McDonoucn. Well, the authorization for insurance on home 
mortgages. 

Mr. Buss. I think on any Government agency, it is better to keep 
them under reins. 

Mr. McDonoven. On the permanency of title I, what do you feel 
about that? 

Mr. Buss. I would feel the same way about that that I do on title 
II. I think if you give any Government organization a blank check, 
they ought to come back to be checked up on now and then and have 
these things looked into from time to time. 

Mr. McDonovueu. [appreciate your analysis of the 2 percent 60-year 
mortgages here on replacement for urban renewal where the interest 
would become a burden rather than a benefit in the long run and your 
statement generally is an indication of caution but still progressive 
caution. I don’t think we should move too fast in these financing 
fields on home mortgage financing but. at the same time, I think we 
should meet the demands and the emergency that we thought existed. 
I think it is easing up and I trust that it will ease to the point where 
we will not have to do a lot of things that have been proposed. Thank 
you very much for your statement. 

Mr. Rarns. Mr. Widall. 

Mr. Wipnati. Mr. Chairman. Mr. Bubb, let me add my congratu- 
lations to your association on the outstanding job it has done 
through the years in providing homeownership opportunity to the 
people of this country. 

Mr. Buss. Thank you, Mr. Widnall. 

Mr. Wipnat. I think the pleasant thing about it has been, too, that 
in so many instances it has really been community planning, com- 
munity encouragement through the local organization just made up 
of the plain townspeople of the community, good citizens. 

Has your association taken any position with respect to lifting the 
interest rate ceiling on long-term Government financing? 

Mr. Buss. Yes, we have. Weare in favor of it. 

Mr. Wipnatt. Do you think that that could be an important con- 
tribution to alleviating the mortgage market conditions ? 

Mr. Buss. We certainly feel it could be an important contribution 
to the whole financial structure of the country which, of course, if that 
was improved, it would improve the mortgage end of the business as 
well. 

Based on the fact that when the Government has to go into the 
short-term market for money all of the time, of course, they are taking 
money that goes into savings and loans and commercial banks savings 
accounts, and to a lesser extent, I presume, into life insurance com- 
panies, but they are taking a lot of the funds that ordinarily would go 
into mortgage lending. . 

Mr. Wipnatu. So the tight money conditions, you feel, are mate- 
rially caused by the failure to lift that interest-rate ceiling. 

_ Mr. Buss. Well, it certainly has its effect, yes, that is a big part of 
it in my opinion. 
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Mr. Wipnatt. I liked what you said on page 4 of your statement 
about the treadmill that goes with homeownership on long-term 
financing. I would certainly think that it would follow that there was 
ne and less pride in ownership when you have no real stake in the 

ouse. 

Has there been any experience by your own associations with longer 
term financing as to care of the home, maintenance of the home where 
it has been on the basis that actually there is no equity ? 

Mr. Buss. Well, of course, in our own associations 25 years is the 
maximum we can go on a conventional loan, 30 years, of course, on 
FHA and VA. We have always advised people that if they can afford 
to pay it out any sooner than 25 or 30 years, Shahaves the case might be, 
it would be to their advantage to do so, because the longer the year 
plan, the more interest they pay even percentagewise, as far as that 

oes. 

Mr. Rarns. Would you let me ask a question there, Mr. Widnall. 
Do you have any objection then to our removing that penalty that the 
FHA charges if a loan is paid off, at least after 5 years? 

Mr. Buss. No, sir. 

Mr. Rarns. It is 1 percent. 

Mr. Buss. One percent of the original amount of the loan. 

Mr. Ratns. I don’t see why that is on there. If you would yield to 
me for one other question, the question you asked about this study, 
whether they have made any study having to do with the attitude of 
homeownership on people who have long-term loans, that is an odd 
thing, but Mrs. Griffiths just requested such study to be made by the 
insurance company witnesses who were on and they agreed to do it. 
You were not here, but that has already been brought up and they 
agreed to do it. 

Mr. McDonoven. Would the gentleman yield for a question ? 

Mr. Wipna tz. I yield. 

Mr. McDonoveu. In connection with this 60-year 2 percent money, 
I appreciate what has been stated that the interest becomes a burden, 
but isn’t there a possibility of speculation in that kind of housing 
for the original owner where he could get a mortgage on this basis 
and sell it for a profit and get out from under it? This could happen. 

Mr. Rarns. It is nonprofit. 

Mr. McDonoveu. Well, is there a possibility of this? 

Mr. Buss. My understanding was that it was to be set up under 
nonprofit corporations. 

Mr. McDonovenu. Well, the thing that I had in mind is similar to 
the GI loan where they get the low rate of interest and no down- 
payment. They become quite speculative. This could start upon the 
basis of no profit, but it could become amended later to make a profit 
and become speculative. 

Mr. Buss. Well, of course, when you get a long-term loan with a 
low interest rate, there is always more speculation because it is cheaper 
to own than it is to rent under conditions such as that. 

Mr. Wiwnatv. As a matter of fact, about the only possibility of 

rofit would be on land profit, the original transaction where some- 
foily was in on that selling to the nonprofit corporation and then also 
whether or not you were on the pad for X dollars a year as a mem- 
ber of the building corporation, is that correct * 


Mr. Buss. Yes. 
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Mr. Rarns. Ed. 

Mr. Derwinski. You personally are held in rather high respect b 
the committee, which is obvious from the general manner in whic 
you are treated here. May I point out in polite language when you 
discuss—I use your terms now—already extremely liberal downpay- 
ments, what you are really saying in polite language is that you feel 
that the overly liberal provisions could, in effect, be detrimental to a 
prospective homeowner by putting him on this treadmill as you 
pointed out. 

Mr. Buss. That is correct, yes, sir. 

Mr. Derwinsxi. Also may I correct you if you don’t mind—— 

Mr. Buss. Not at all. 

Mr. Derwinskt. You apologized on page 4 for being old-fashioned 
and orthodox. We want you to know that we do appreciate orthodox 
thinkers, especially in the field of economics. I would like to en- 
courage you to continue your orthodox thinking. 

Mr. Rats. I have one other question. I want to ask you the same 
question I did the home loan bank board. 

What is the result of the home loan bank board’s regulation con- 
cerning that section we put in the bill last year having to do with the 
development of raw land by savings and loan associations ? 

Mr. Buss. Well, it certainly is a little discouraging after the theo- 
ries we gave when the bill was passed at the time. Of course, as you 
know, they put in a regulation which cut your 5 percent to 3 percent 
and then they limited your loans to 60 percent of actual value of the 
land or 60 percent of the improvements put in upon the land, and 
then they further limited it to 15 percent of the 3 percent to any one 
contractor. 

Now, just take my own association, for instance, when we made the 
first loan under that bill, we were a little over $125 million in size 
which is a pretty good-sized savings and loan as the average goes. 
That means that we deal with a lot of big builders. Even though we 
deal with a lot of big builders and our size, the biggest loan we could 
make to anybody was $450,000 and that is not a very big loan when 
you start to develop a tract nowadays, particularly in one of the 
larger cities of our area. 

Mr. Ratns. What is the size of your institution where you could 
only make a $450,000 loan ? 

Mr. Buss. At that time we were $125 million. $450,000 was the 
biggest loan we could make to any builder. Of course, that would 
be a big loan in a small town for a small association, but it isn’t a 
big enough loan for us to make to a builder who in the Kansas City 
area wants to build two or three hundred houses and it hasn’t helped 
us much under the present regulations. 

I realize the Board is feeling its way on this and they may have 
had orders from above to go very slow. I don’t know. 

Mr. Ratns. To say the least, the regulations tend to nullify the 
straight directive of the Congress in the legislation. 

Mr. Buss. That is my opinion; yes. 

Mr. Rarns. Thank you, gentlemen, for appearing and I am glad 
that we could put you on this morning instead of this afternoon. 

Mr. Buss. Thank you very much, Mr. Chairman. 

Mr. Rarns. The committee is in recess until 2 :30. 

(Whereupon, at 12:17 p.m., the subcommittee recessed to reconvene: 
at 2:30 p.m. of the same day.) 





GENERAL HOUSING LEGISLATION 





AFTERNOON SESSION 
2:30 p.m. 


Mr. Apponizi1o. The committee will come to order. The first wit- 
ness this afternoon is the Honorable Seymour Halpern, Member of 
Congress from the State of New York. Mr. Halpern, would you 
please come forward and take the witness stand? I might indicate that 
unfortunately the chairman of our committee cannot be here this 
afternoon because of other congressional business and has asked me 
to express his regrets. 

Mr. Harpern. Thank you very much. 

Mr. Barrerr. Mr. Chairman. 

Mr. Apponizio. Mr. Barrett. 

Mr. Barrerr. I just want to welcome the witness this afternoon 
and say that, as a member of the full committee, he has proved to be 
one of the most capable men we have had for many years. 

Mr. Haurern. Thank you very much. 

Mr. Apponizio. I think we can all agree with Congressman Barrett. 

Mr. Harrern. All I can say is I don’t know what I have done to 
deserve these comments, but I certainly appreciate them. 

Mr. Apponizio. You may proceed in whatever manner you desire. 


STATEMENT OF HON. SEYMOUR HALPERN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Hatrern. Mr. Chairman, thank you for the opportunity to 
appear before the committee today on behalf of my bills, H.R. 8465, 
H.R. 8498, and H.R. 10497. 

These bills are concerned with amending the provisions of section 
213 of the National Housing Act, dealing with cooperative housing. 

I want to particularly commend the chairman for the provisions 
in section 104 of H.R. 12153, as well as sections 211(a), (b), (c), 
(d) (1), and (d) (2), of that bill and I hope that the committee will 
approve them. 

There are some 25 section 213 cooperative housing projects in my 
district, the Fourth District in New York, comprising northeast 
Queens County. Some of these cooperatives were among the first to 
be built when the 213 program was initiated in 1950 and are now 9 and 
10 years old. There are other section 213 cooperatives in New York 
City of the same age. 

I might add many of these are located in the district of our col- 
league, Representative Holtzman. 

In the entire city today there are in existence more than 27,000 
family units of this type of middle-income housing. 

I sincerely believe that section 213 cooperative housing offers one 
of the most feasible answers to the serious and growing problem 
confronting urban centers, that of the steady outflow of middle- 
income people, the backbone of any city. If such people are to be 
dissuaded from fleeing to suburbia they must hav e the opportunity for 
comfortable, reasonably priced housing. This is available through 
the section 213 program. 

However, rises in taxes and living costs are making it more difficult 
to hold the monthly carrying charges in these projects to middle- 
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income levels. For example, let me refer to an item in the Long 
Island Star Journal of December 28, 1959, and I quote: 

Tenant owners in the Deepdale Gardens Cooperative apartment colony in 
Little Neck today face a 6 percent increase in carrying charges. 

Slated to go into effect January 1, the hike will be a sequel to the whopping 
increase in realty levies, higher wages for co-op employees and miscellaneous 


expenses, it was explained by Isadore Finkelstein, persident of the project’s 
directors. 


Finkelstein reported half of the hike will be applied directly to paying 
Deepdale’s tax boost, a result of this year’s steep rise in assessed valuations. 

This project happens to be one in my District. There are many 
others faced with the same problem. 

Cooperative tenant owners feel that one way of helping to keep 
monthly carrying charges within middle-income means would be a 
reduction in the FHA mortgage insurance premium from one-half 
of 1 percent to one-fourth of 1 percent. 

Such an objective, I might add, has been one of other members of 
the House, including Representative Holtzman, who has been ad- 
vocating such reduction for years. 

Such a reduction would provide a saving of up to $50 a year for 
each co-op family. 

Two of my bills deal with this problem. 

The first, H.R. 8465, would authorize the FHA Commissioner to 
fix the insurance premium for any or all classes of mortgages in- 
sured under title II of the National Housing Act, at one-fourth of 
1 percent. He would be authorized to apply, at his discretion, such 
a reduction to existing mortgages as well as new ones so long as they 
were not in default. 

Precedent for such an extension to existing mortgages is to be 
found in the amendments of 1938 to the National Housing Act, when 
Congress amended section 203 to make mortgage insurance premium 
rates applicable to declining balances of mortgages, rather than to 
face amounts, as originally provided. In this statute Congress made 
explicit reference to outstanding insurance contracts in the following 
proviso: 


Provided, That a premium charge so fixed and computed shall also be applicable 
to each mortgage insured prior to the date of enactment of the National Housing 
Act Amendments of 1938 in lieu of any premium charge which would otherwise 
become due after such date with respect to such mortgages. 

H.R. 8465, if enacted, would enable the Commissioner to apply the 
rate reduction in those instances where it was actuarially warranted, 
both to new and existing mortgages of any category under title II. 

Section 1 of H.R. 10497 is an alternative proposal which would 
authorize the reduction of the premium to one-quarter of 1 percent 
for new mortgages under section 207 (rental apartments), and under 
section 213, and permit such reduction to be extended to existing 
mortgages in these categories. 

The premiums from section 207 mortgages and section 213 mortgages 
are combined together in the housing insurance fund along with sec- 
tion 231 mortgages (housing for elderly persons) and section 232 
mortgages (nursing homes) as added by the Housing Act of 1959. 

The stability and actuarial excellence of the housing insurance 
fund rests upon the superb record developed by the 213 cooperatives; 
213 losses have been infinitesimal in comparison to the amount of 








466 


the surplus which 213’s have built up. FHA’s losses on the section 213 
ortion of the housing insurance fund amount to the phenomenall 
ow ratio of 4/1000 of 1 percent of the insurance premiums collected. 

Because of the 213 program is so strong actuarially, it is believed 
that the housing insurance fund would remain sound even though the 
premium rates for both 207’s and 213’s were reduced to one-fourth of 1 
percent. 

The fund now has over $10 million in reserves in it. 

A third alternative for providing savings to cooperative housing 
owners is presented by my bill H.R. 8498, and by section 104(h) in 
H.R. 12153. 

This proposal is for the establishment of two separate cooperative 
housing insurance funds, one called the management fund for mort- 
gages insured under subsections (a)(1), and (a) (3), of section 213, 
and another called the sales fund for mortgages insured under sub- 
section (a) (2) of section 213. 

The committee is aware of the details of these provisions and I 
need not describe them further. I urge its approval of section 104(h) 
of H.R. 12153 for several reasons: 

(1) The 213 program has proved its strength over the 10-year 
period since its inception, a period which included two national eco- 
nomic recessions; it can stand on its own feet; 

(2) Under true insurance principles this strength should be recog- 
nized by separating the program from the 207’s and authorizing the 
payments of refunds from savings made possible through the success- 
ful operation of the mortgage program and the absence of losses on 
cooperative mortgages. Refunds would benefit existing 213 owners 
who have actually been responsible for the outstanding record which 
exists; and 

(3) Such separation would create a situation paralleling the mutual 
mortgage fund now covering section 203 residential housing. It 
would remove a discriimnation against cooperative housing which is, 
I submit, inequitable in the light of their proven experience. 

For these reasons I support the proposal for the establishment of 
separate funds for section 213 mortgages an as alternative means for 
keeping monthly carrying costs of oe owners commensurate with 
their middle-income status and particularly urge that this provision 
be approved by the committee. 

Another serious problem facing cooperative housing owners, par- 
ticularly those in the projects built at the inception of the program, 
is that of financing improvements, replacements, and major repairs. 

When the projects were first constructed many were furnished with 
electrical wiring of a strength insufficient to meet today’s needs, and 
also had to have installed galvanized or wrought iron piping for 
plumbing facilities rather than brass or copper. 

In addition, provision was not made for many modern facilities 
such as are now available. 

Asa result, if old wiring or plumbing, for instance, is to be replaced, 
or facilities added to improve living conditions (and I speak of im- 
ie ge kitchen facilities and not swimming pools), co-op owners must 

d a way to feasibly finance these needs. 

Each co-op project carries a replacement reserve for meeting the 
expense of replacing ordinary items subject to depreciation such as 
boilers, washing machines, etc. These reserves may total up to $30,000 
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or $40,000 for each co-op, but they are already tagged for purposes 
such as those I mentioned, i.e., boilers, etc. The reserves are not set 
up to finance extraordinary expenses such as rewiring or replacement 
si planbien facilities. 

Unless a reasonable means for financing such major replacements 
and improvements is made available, the co-op owners will either have 
to forego these necessary changes or seek financing incompatible with 
their middle-income means. 

If the former occurs, the projects will deteriorate and can slip 
into substandard, even slum conditions. If the latter occurs, the 
financing may not be feasible for middle-income families and the co-op 
program could be jeopardized. 

As a remedy to this situation, I offer an amendment to title I of the 
National Housing Act to extend the maturity of improvement loans 
that may be granted by financial institutions to co-ops and are insured 
by FHA, to 15 years from the present 7 years and 32 days. 

The purpose of the amendment is to provide a slightly longer period 
for the repayment of improvement loans by co-ops because the large 
requirements of the co-ops will require greater loans, the repayment 
of which the 7-year 1-month period might impose too heavy a burden 
on co-op owners. 

I offer the following amendment for the committee’s consideration : 
That the third proviso of section 2(b) of the National Housing Act, as amended, 
be amended by substituting a semicolon for the colon at the end thereof and 
inserting the following: “ ; however, the maturity of such loans to cooperative 
housing owners under section 213(a) (1), (2), and (8) of the National Housing 
Act, as amended, shall not be in excess of 15 years :” 

An alternative possibility might be specific authorization to “open- 
end” mortgages in the purpose of securing additional capital for 
improvements and replacements as provided in my bill, H.R. 8497. 
The purpose of this bill which I offer as an amendment, is to achieve 
the same objective as my prior proposal for extending the maturity 
of title I improvement loans. 

Rising costs in construction as well as operational and improvement 
needs are creating a serious problem for the future development of 
cooperative housing. One way to help keep monthly carrying costs 
down is to extend the amortization period of the mortgage from 40 
to 50 years. I offer as an amendment for the committee’s considera- 
tion my bill, H.R. 4618, which would accomplish this objective. 

Of equal importance with proposals to assist cooperative owners 
to keep costs within their middle-income means, are programs pro- 
viding increased financial stability for the 213 program, thus enhanc- 
ing its future development and growth. 

In this respect, Mr. Chairman, I refer to sections 104(b) (1) and 
(2) and 104(d) (2) of H.R. 12153. Through including many early 
expense items as part of the replacement value and thus as part of 
the mortgage finance costs and permitting a 2-year period before 
amortization begins, these sections will enable cooperatives to retain 
considerable amounts of their working capital as protection against 
emergencies and unexpected demands. This will further increase 
their financial soundness and provide a fund from which improve- 
ments can be financed. 

Section 104(c) of H.R. 12153 also encourages the construction of 
cooperatives by establishing a more feasible criterion for builder spon- 
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sored projects. Such provisions which enhance builder participation 
in the program contribute to its future stability and growth. 

I urge the committee to favorably approve these amendments to the 
National Housing Act which I have offered for consideration, and 
which are included in ——— 104 and section 211 (a), (b), (ec), (d) 
(1), and (d) (2) of H.R. 1215: 

Mr. Chairman, thank you ise the opportunity of appearing before 
you today on behalf of the section 213 program. 

You will hear testimony at this point from three representatives of 
the 213 cooperative movement, one an owner, one in management, and 
one with wide legal experience in co-op problems, all of whom I am 
sure will enlighten this committee. 

I would like to introduce Mr. Gerard Meyers, who will preface his 
remarks by identifying his role, Mr. Anthony Pelletier, who will do 
likewise, and Mr. Edward Schiff. Thank you, Mr. Chairman. 

Mr. Apponiz1o. The gentlemen may come forward. 

Mr. Hatrern. Mr. Gerard Meyers. 


STATEMENT OF GERARD MEYERS, FEDERATION OF 213 
COOPERATIVE HOUSING, LONG ISLAND, N.Y. 


Mr. Meyers. Mr. Chairman, Congressman Holtzman, and commit- 
tee members, I am both grateful and honored to have the opportunity 
to address this committee today. My name is Gerard Meyers and I 
am here on behalf of the Federation of 213 Cooperatives which repre- 
sents almost 30,000 families residing in over 140 section 213 coopera- 
tives in Metropolitan New York. 

I am ex-cochairman of this organization as well as director of my 
own cooperative, the Brulene Cooperative Apartments in Jac kson 
Heights, N.Y., and president of the same corporation for more than 
3 years. 

‘I am an ex-president of the Coordinating Council of 213 Coopera- 
tives and am now engaged in the sale of 21 ey cooperative apartments in 
the East River Terrace Cooperative, the second 213 cooperative to go 
into sales in the Borough of Manhattan in New York City. 

Although it is possible to speak at great length regarding certain 
changes which we in the 213’s feel should take place 1 in the program, 
T wish at this time to limit myself to two main topics, namely, No. 
1, mortgage insurance premiums, and No. 2, capital improvements and 
structural alterations. With regard to item No. 1 1, mortgage insurance 
premiums, it is impossible to overstress the necessity ‘for a form of 
reduction of the one-half parcent mortgage insurance premium 
through the establishment of a 213 mut ual premium fund. 

We believe such a reduction is not only necessary, but is warranted, 
due to the exceptional experience of the 213’s as regards ratio of 
losses to mortgage insurance premiums. C arrying charges on the 
213’s in New York have been continuously on the rise. Many of these 
cooperatives have had increases of from 15 to 25 percent over a period 
from 5 to 7 years. The only reason that the increases have been kept 
this low is that the cooperatives have been able to supplement the in- 
come derived through the usual sources; carrying charges, garage 
rentals, and washing machine income with the installation of vend- 
ing machines and mainly through administrative fees derived through 
the resale of stock. 














GENERAL HOUSING LEGISLATION 469 


However, these sources of income have their limitations and most 
of the cooperatives have reached the saturation point. The only re- 
course left to the cooperatives is to further increase the carrying 
charges which are now beginning to overburden the tenant stock- 
holders. In my cooperative were it not for the fact that the corpora- 
tion has obtained additional income from the aforementioned resale 
fee, the same apartment which in January 1955 was renting at $101 a 
month would be in excess of $130 a month right now, which would 
represent an increase of 28 percent in a little more than 5 years. This 
figure would have been much higher were it not for the fact that cer- 
tain contracts which have been greatly beneficial to the cooperative 
have been negotiated by our professional management. 

You can see, therefore, why these cooperatives are seeking any and 
all methods available with which they may reduce or at least maintain 
present carrying charges. 

Mr. Hourzman. Mr. Chairman, may I ask the witness a question? 

Mr. Apponizio. Mr. Holtzman. 

Mr. Horrzman. I think there is something even a little more 
deeply rooted in this 213 co-op problem and I think you will agree 
with me, Mr. Meyers, that when these co-ops were set up, purchasers 
were led to believe that the carrying charges would be supervised by 
the FHA. Isn’t thata fair statement ? 

Mr. Meyers. This is a true statement. 

Mr. Hotrzman. And most of the co-op owners bought more or less 
relying upon these representations ? 

Mr. Meyers. Right. 

Mr. Horrzman. I feel that this is a moral commitment here, too, 
that in addition to the favorable experience that the co-ops have had 
that should lead to the reduction of this mortgage insurance pre- 
mium—would you agree with that ? 

Mr. Meyers. I definitely agree. In fact, it seems unreasonable to 
continually require the tenant stockholders of all 213’s to continue to 
bear the strain of additional expenses when there is some reasonable 
relief available. We in the 213’s feel that the intent of the program 
was to provide middle-income housing for as many families as possible. 
We believe that the insurance funds which have been amassed and 
which lie dormant at the expense of working people in a middle- 
income bracket whose incomes have already been stretched beyond the 
breaking point, could be used to help keep the program within middle- 
income means. 

If the mortgage insurance premium fund were placed on a mutual 
dividend basis, it is a certainty that the cooperatives would reap the 
harvest of savings through the exceptional success in the operation of 
213 cooperatives. 

With reference to item No. 2, capital improvements and structural 
alterations, we strongly urge the adoption of legislation which would 
permit 213’s to avail themselves of financing in order to prevent a 
serious condition from existing in the coming years through the estab- 
lishment of slum areas due to the deterioration of valuable real 
property. 

In the infancy of the 213 program in the early 1950’s there existed 
shortages in certain structural materials and therefore the builders 
had to revert to less desirable materials such as galvanized plumbing, 
et cetera. Although these materials were cheaper in price, they had a 
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much shorter life expectancy. In addition, due to the attempt to keep 
the initial cost of construction as low as possible in order to provide 
low cash investments and carrying charges and due to the low maxi- 
mum amounts allocated per room in construction, many of the coopera- 
tives just passed the low city code requirements, and now find 
themselves unable to meet the normal higher current-day electrical 
demands. 

These cooperatives are now confronted with the problem of having 
to replace large sections if not all of their plumbing, and the rewiring 
of entire buildings and they do not have the means available through 
which this money can be raised. Assessments upon tenant stockhold- 
ers are not permissible. Long-term loans and second mortgages are 
also not permissible. 

In the cooperatives that have provisions in their required replace- 
ment reserves which would cover the replumbing requirements, the 
Boards find that the amounts shown in the replacement. schedules 
which were set up prior to construction would not now come close to 
covering the present-day cost of replacement due to the tremendous 
increases in the cost of these materials over the past years. 

Mr. Barrett. Mr. Meyers, may I interrupt you for a moment. 

Mr. Meyers. Surely. 

Mr. Barrett. Are you the president now ? 

Mr. Meyers. Yes; I am the president. 

Mr. Barrett. For 3 years. 

Mr. Meyers. Yes: over 3 years. 

Mr. Barretr. Well, as I recall this back as early as 1955 Mr. Holtz- 
man had submitted bills here and I believe again in 1959 he again sub- 
mitted a bill and in it, 1 notice in the statement made by Hr. Hal- 
pern, cooperative tenant owners feel that one of the ways to keep 
carrying charges within middle-income means would be a reduction 
in the FHA mortgage insurance premium from a half to a quarter 
percent, that such reduction would provide savings up to $50 for each 
wan family. 

ould this in any sense be of any help in paying for these new 
re that you speak of now? How much of a help would this give 

ou? 

* Mr. Meyers. Very little, if any, because the money for the financ- 
ing of replacements must be had now. It is not a matter of paying a 
loan off because there is no method under the present act of obtain- 
ing a loan. We have gone to the Federal Housing Administration 
and approached them in our particular cooperative with a deal on re- 
wiring, with complete estimates, and so forth. 

Mr. Barrett. I just want to point this out: Years ago we considered 
Mr. Holtzman a pioneer in the interest of the co-op, and now it bears 
out the statements he made. Sooner or later and it has been pointed 
out to us on various occasions, the Government will be asked to put 
much more money into cooperatives. 

Mr. Apponiz1o. Would the gentleman yield there? 

Mr. Barrett. Yes. 

Mr. Apponiz1o. May I point out I am aware of the interest of Con- 
gressman Holtzman over the years also. I have been a member of this 
committee ever since this cooperative program was first enacted in 
1950, so certainly the committee I think has demonstrated over the 
years that we are sympathetic to this proposal and I am talking par- 
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ticularly about the reduction of FHA insurance premiums, from one- 
half to one-quarter percent. I think it is important to point out too 
that unfortunately the reason we are unable to enact this type amend- 
ment into law is the fact that we have a great deal of opposition from 
the administration. 

As I recall it, there was a provision in the last housing bill that 
passed the House, and it was stricken out in conference, so this is a 
problem that has faced us over a number of years. I was just wonder- 
ing whether you or Mr. Halpern would care to comment as to how we 
could overcome this opposition in the administration ? 

Mr. Meyers. I would like to answer one part of that. I think the 
solution of putting the fund on a mutual dividend basis would be the 
best possible solution. I can understand the concern of the FHA 
about giving a flat one-quarter reduction and perhaps coming back 
and 

Mr. Hoitzman. Mr. Chairman, at that point, if I may interrupt, 
frankly I cannot see the concern of the FHA or the authorities be- 
cause actuarially it has proven to be sound. Now there can be no better 
approach than the figures and the experience. When I introduced 
my first bill in 1955, H.R. 4443, the sole objection offered at that 
time was that there had not been enough experience to form a judg- 
ment with respect to the advisability of this reduction. 

We know now, Mr. Chairman, and members of this committee, that 
that argument is no longer so. We now have an abundance of experi- 
ence and the objection, if valid when offered, certainly is no longer 
valid and I frankly think this committee would be well advised to 
amend the law to include either my good colleague’s amendment or 
mine with respect to the 213 section only. 

I think it is time that it was done. I think that the co-op owners 
are deserving of it and I don’t see how anybody can possibly be 
harmed by the enactment of this legislation. 

Mr. Barrerr. Well, I am just a little bit concerned about releasing 
a half to a quarter percent, which allows you $50 a year per family. 
Will this $50 cover the expenses of making these repairs ? 

Mr. Meyers. Of making the repairs; no. 

Mr. Barrerr. What kind of relief do you need aside from this? 

Mr. Meyers. Well, I go further into this in my statement. 

Mr. Hotrzman. Mr. Ciadecan, at that point may I try to clarify 
something. Mr. Meyers, actually it may become impossible to carry 
these co-ops unless this is done; isn’t that so? 

Mr. Meyers. This is true. 

Mr. Hourzman. In other words, you wouldn’t envision using this 
benefit that you might derive from the reduction for needed repairs 
because you have another most pressing problem, namely you have 
people with limited incomes; isn’t that so ¢ 

Mr. Meyers. This is the problem. This would only tend to reduce 
the difficulty that we have which is that of the experience of people 
who are in a middle-income level and who no longer can keep up with 
this increase in cost. 

This would only partially alleviate that situation. It would have 
nothing whatever to do with remedying any of the structural altera- 
tions or anything else. 

The cooperatives right now do not have provisions in their reserves 
which would allow for an item such as rewiring. Very few, if any 
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of the cooperatives have accumulated the sums necessary to cover 
these expenses in their required operating or contingency reserves. 

Since this is the case the cooperatives have reached a point of stale- 
mate and have had to continue to suffer through the replacement of 
only small sections of plumbing which really has no effect at all and 
is very costly, or, in the case of wiring, have had to suffer deteriora- 
tion of wiring and the prohibition of the use of everyday electrical 
conveniences. 

Enacting a program whereby these cooperatives could avail them- 
selves of title I loans, repayable over a period of 15 years or more 
would provide them with a method of performing these necessary 
alterations. In addition these cooperatives could repay these loans 
directly from their monthly contributions to the 3 percent operating 
or contingency reserves and the alterations could be performed with- 
out a further increase in carrying charges or any other direct cost 
to the already overburdened tenant stockholders. 

I urge that you give serious consideration to this method of pre- 
venting a condition of deterioration from existing in these coopera- 
tives by providing the 213’s with this solution to the cooperative prob- 
lems. 

In behalf of the Federation of 213 Cooperative Owners and its many 
members, I wish to thank you for having been granted this opportu- 
nity to present even a small portion of our sentiments regarding these 
matters. 

Mr. Apponizio. Thank you very much, Mr. Meyers. I think you 
have made a very fine witness, a good statement. I particularly want 
to commend Congressman Halpern also. Certainly he has made 
some suggestions here this afternoon that are worthy of consideration 
by this committee. 

Ihave no further questions. Do any of the other members have any 
questions ? 

Mrs. Griffiths? 

Mrs. Grirrirus. No questions. 

Mr. Apponiz1o. Thank you. 

Mr. Meyers. Thank you. 

Mr. Apponizio. Our next witness will be Mr. Anthony J. Pelletier, 
president of Development Services, Inc. 

Mr. Pelletier. 


STATEMENT OF ANTHONY J. PELLETIER, PRESIDENT OF 
DEVELOPMENT SERVICES, INC. 


Mr. Petietier. Mr. Chairman, members, I have a sore throat and 
I hope you will bear with me. I appreciate the opportunity of ap- 

aring before you today. Some of my statements may be repetitious 
but I feel these things need emphasis. 

My name is Anthony J. Pelletier. I reside in Long Island, N.Y. 
I am now, and have been from its inception, extensively engaged in 
section 213 cooperative affairs in the capacity as president of Develop- 
ment Services, Inc., a sales and management firm in the cooperative 
housing field, and as founder and vice president of the Cooperative 
Managers Association of New York City, an organization which rep- 
resents managing agents of almost all of the 30,000 section 213 apart- 
ments in New York City today. 
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I am convinced beyond all doubt of the need to perpetuate and to 
improve the section 213 cooperative housing program. I am impressed 
by the fact that this program which encourages private builders and 
private capital to invest time, energy and money in developing middle- 
income housing at no cost to the Government, and that means local 
governments also—they pay full taxes—has resulted in an overwhelm- 
ingly successful operation. 

The investors have profited, the builders have profited and most of 
all the middle-income family, seeking good housing at moderate costs, 
has profited by having these accommodations made available. The 
need for housing remains pressing for this middle-income group. The 
only substantial program of nonsubsidized housing to meet this need 
lies with the section 213 program. I cannot emphasize that enough. 

I am pleased to have this privilege of lending my support to H.R. 
12153. 

As a manager I am impressed with the singular importance of com- 
bating the upward spiral of cooperative operating expenses. Unless 
this can be accomplished, I feel the entire purpose of this program of 
providing adequate housing for the middle income consumers will be 
frustrated. Real estate taxes, fuel costs, utility costs and maintenance 
and repair expenses are continually increasing. 

Unless some method is devised to assist the cooperator in meeting 
these increases in his costs, his carrying charges will rise to a point 
which will inevitably destroy this program. These costs are not with- 
in the control of the cooperative. They cannot be prevented. 

What can and must be done is to render the assistance required 
within the framework of the 213 cooperative program. This can be 
done by either reducing the mortgage insurance premium from 14 
percent to 4 percent or by adopting the plan as proposed of provid- 
ing for mutual housing insurance funds for 213 cooperatives so that 
the benefits of the superb record of these cooperatives as insurance 
risks may be distributed to the cooperatives based on proper actuarial 
experience. 

Under this plan, the cooperatives would be considered solely in the 
light of their own experience without encumbrance by the less favor- 
able history of 207, and other FHA programs. This profit sharing 
provision would greatly assist the cooperatives in coping with their 
rising cost dilemma. 

Another significant problem facing new cooperatives is the lack 
of substantial assurance that the proposed carrying charges would 
remain undisturbed for at least a reasonable period of time. I have 
seen any number of jobs opened for occupancy with the impending 
(lisaster of immediate increases in their carrying charges. 

This is a result of the inability to retain their working capital 
funds and to avoid their reduction and dissipation by utilization of 
those funds to pay advance installments of mortgage insurance pre- 
miums, real estate tax, interest and insurance accruals and many other 
expenses, Little or no money is left for priming the operation of the 
cooperative as a going concern. 

In these instances, the necessary funds to start operations had to be 
sought from the cooperators in the form of increased carrying charges. 

Under H.R. 12153, these expenses and costs to the cooperative would 
be included in the mortgage amount. The working capital fund would 
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be left alone—to perform its function of providing adequate security 
to the cooperative for its proper operation. 

Investor-sponsored projects are also assisted by the Rains bill. 
The proposal to include in the replacement cost the cooperatives’ car- 
rying charges and expenses, not only during construction but until 
such time as the cooperative acquires title to the project, is an ex- 
cellent one. 

This enables the cooperative to start out with its working capital 
available to it. It also encourages construction of this type of develop- 
ment because it serves to avoid the necessity of having the builder 
carry the project until it is ultimately sold. Such encouragement is 
vital—without builder interest in this program, without opportunity 
for builders to derive reasonable profits, the cooperative housing com- 
plex could not progress. 

The most important single problem facing cooperatives which were 
built from 5 to 10 years ago is improving their structures to comply 
with modern electrical and plumbing requirements and to prevent 
their deterioration to substandard living quarters. Now, of course, 
part of this again is a reiteration of the previous testimony. 

These jobs were built when proper construction material was 
scarce. Less than adequate material was utilized. These items have 
deteriorated and must be replaced. Additional electrical capacity 
must be installed to service the needs of the cooperators and to pre- 
vent extreme fire hazards. 

There are no reserve funds for this work to draw from. The money 
must be obtained without requiring additional carrying charges. 
These are capital improvements requiring capital funds. 

I believe that the provision proposed by Congressman Halpern to 
permit section 213 cooperatives to borrow FHA-insured money from 
private lending institutions provides the much-needed solution. If 
these loans could be repaid over a period of 15 years the prevailing 
high interest rates and financing charges would be palatable. No 
increased charges to the cooperators would be necessary—the repay- 
ment of these loans could be made out of current contributions to the 
operating reserve funds. 

The value of this plan is that these urgently required modernization 
jobs which would appreciably enhance the value of these projects 
could be accomplished at no increased burden to the cooperators. 

I strongly recommended that H.R. 12153 as amended be adopted. 

Thank you. 

Mr. Apponiz1o. Thank you, Mr. Pelletier. 

Mr. Petierter. Thank you very much, are there any questions? 

Mr. Apponzzio. First of all, I would like to ask you a question of 
how do you find the supply of private mortgage money for section 213 
cooperatives ? 

Mr. Pevietter. Well, Mr. Chairman, until just recently, nonexist- 
ent. When I say “nonexistent” and implying that now we can get 
it, I mean to say that we can get it today at price which ranges as much 
as 9 to 10 points discount, and on top of that the mortgages are not 
too keen to go into it. They feel that the service costs in servicing 
this type of loan have been in their experience extremely high over 
the years. 
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Mr. Apponiz10. Do you believe we should give some special assist- 
ance to 213 mortgages through FNMA, perhaps? 

Mr. Petierter. Yes. Mr. Schiff’s testimony does touch on that and 
he has an excellent point on which we all concur. You see, this sug- 
gestion of an “open-ending” of a mortgage is I think, at this time, 
an academic question because the mortgagees are not going to be 
amenable to it. The cost, I think, would be prohibitive to the co- 
operative. Another method must be derived to take care of these 
capital improvements. Your mortgage market is loosening but you 
are still paying a considerable price for your money. 

Mr. Apponizio. Would you give me some dollars and cents com- 
parisons, the differences in monthly costs under cooperative owner- 
ship in contrast to a rental operation. 

Mr. Petierier. I can give you a perfectly good example. I have 
been involved in the 213 program since its inception, in New York, 
which is the biggest area in the country for this type of housing, 
My own company manages over 5,000 units at the present time in 
our management division. Monthly costs run about 20 percent under 
what housing in similar space requirements would run. Our East 
River Terrace job today which is a consumer-sponsored project, al- 
though it is one of the higher cost projects ever to be built under 
213, has downpayments which run about $750 a room. It is in 
Manhattan, has 16 stories, and the carrying charges run approxi- 
mately $43 per room per month. Now, in comparison, new construc- 
tion of a similar nature would cost a minimum of $70 per month per 
room. Now, you can see that this 213 program which heretofore has 
provided thousands of units for only $30 a room is meeting a new 
demand for the upper-middle-income group that has heretofore 
never been tapped and had such housing available. We are fast 
getting to the point, Mr. Chairman, in a metropolitan area where 
we will have two types of housing, the very, very expensive that 
very high income people can get, and I am talking in terms of, say, 
cooperatives of $11,000 per room downpayments with fantastic carry- 
ing charges, or the subsidized housing for the low-income group. 
This type of housing includes tax abatements, and with occupants 
who are limited in income, and it thereby really stymies incentive 
on the part of the individual tenant. All this is done at a cost to 
the taxpayers. Now, in the section 213 we have a program that has 
provided thousands and thousands of housing units successfully and 
which is paying full taxes. I think it is a wonderful program and 
if anything can be done to perpetuate it I think it would be beneficial. 

Mr. Appontz10. Now, let me refer you to this reduction in the FHA 
insurance premium from one-half to one-quarter percent. Of course, 
there are two schools of thought on this as applied to existing co- 
operatives. One would like to make it discretionary on the part of 
the Administrator. I believe Congressman Halpern’s bill does that. 

Others would like to make it mandatory such as Congressman 
Holtzman’s bill. 

Now, which do you prefer ? 

Mr. Pecietrer. Well, gentlemen, with due respect to Congressman 
Holtzman, in the past I think one of the reasons that this approach 
has been defeated was the flat cutting of it from one-half to one- 
quarter percent with no flexibility in the event of changes. We must 
approach this in a businesslike way, I feel. 
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Mr. Apponizio. May I say further that in view of the opposition 
that the Administration takes to this, do you think that the Admin- 
istrator would exercise his discretionary powers and put it into effect ? 

Mr. Pexuerter. I believe so, because the attitude of FHA both 
on the national level and on the local level has changed considerably 
toward the 213’s. 

Mr. Apponizio. May I say again that I have been a member of 
this committee for many years and I don’t know really of any dis- 
cretionary powers that we give to the Administrator that he ever 
exercises, particularly if they are opposed to the provision in the law. 

Mr. Hourzman. Mr. Chairman, may I be heard on that for a mo- 
ment. Mr. Pelletier, actually one of the objections to my bill was that 
it might in some sense represent an abridgment of the contract. This 
was an objection to making it mandatory. This is a specious argument 
because if it is made discretionary and the Administrator exercises his 
discretion then he would be in essence exercising his discretion on 
something unlawful in any case. So that in view of that and if 
my argument is correct, would you then say that you prefer the 
mandatory approach ? 

Mr. Pe.ierter. Gentlemen, let me put it to you this way : I oppose— 
when I say oppose, I mean from a business point of view, a manage- 
ment, a professional viewpoint, as a manager I am in close contact 
with these cooperatives. We go to meetings every night of the week; 
we have five fieldmen and they keep us going until 1 or 2 o’clock 
in the morning. We have to watch their operations, what they do, 
how they spend their money, and so forth. I do not think that on the 
overall basis to give them back this type of a quarter percent reduc- 
tion without any directives as to its use or application, I don’t think 
that would be, without FHA 

Mr. Hourzman. No, I would agree with you. We are both working 
toward the same end, but in one instance the discretion rests with 
the administrator to return as to existing co-ops. He may or may not 
exercise this discretion. 

Mr. Petxetter. On the mutual housing insurance fund idea. 

Mr. Houirzman. That is correct. Now, the word discretion itself 
presupposes that a man has a right to do it or not to do it, as he 
sees fit. As far as the point that you make is concerned with respect 
to just returning without any control, that is totally unrelated to the 
question I propounded to you, because we are all trying to work some- 
thing out that will be helpful to the co-ops. Now, if it is wrong to re- 
turn it without any strings attached, that can be taken care of, as- 
suming this committee gives favorable consideration to either of these 
two bills. Would you agree with me on that ? 

Mr. Petietter. Yes, I do. 

Mr. Apponizio. Any questions? _ 

Thank you very much, Mr. Pelletier. I am sure the committee will 
give your recommendations very serious consideration. 
~ Mr. Petietier. Thank you. 

Mr. Apponiz1o. Our next witness is Mr. Edward Schiff. 

You may proceed, Mr. Schiff. 

Mr. Scuirr. Thank you, Mr. Chairman. 

Mr. Apponiz10. Please identify yourself for the record. 

Mr. Scuirr. My name is Edward L. Schiff of Merrick, Long Is- 
land, N.Y. Iam a practicing attorney with offices in the city of New 
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York. I represent a number of cooperative corporations organized 
pursuant to section 213 of the National Housing Act, and I am 
familiar with their problems. 


STATEMENT OF EDWARD L. SCHIFF, MERRICK, LONG ISLAND, N.Y. 


Mr. Scuirr. Mr. Chairman and members of the committee, I should 
like to express my grateful appreciation for the opportunity which 
you have extended to me to express my opinions with regard to the 
proposed Home Financing Act of 1960, H.R. 12153. I would like to 
address my remarks to those elements in this proposed bill which 
relate significantly to the providing and the insuring of substantial 
financial security to the section 213 cooperatives. 

Specifically, I endorse section 104(b) which permits the replace- 
ment cost figure to include such items as tax escrows, acquisition costs, 
and those miscellaneous charges to the cooperative which may accrue 
during construction and during such further period of time as the 
Commissioner deems reasonable to permit for the cooperative to meet 
its operating expenses. This will insure that the cooperative will 
start its operations with its working capital almost completely intact. 

This working capital sum, in the amount of 2 percent of the face 
amount of the mortgage, is supplied by the downpayment investments 
of the cooperators. It provides an important basis for future fiscal 
stability of the cooperative corporation. It should be available to 
provide the corporation with necessary equipment for its operations, 
the cost of which is not included in the replacement cost figure. This 
includes such items as maintenance material, landscaping, and jani- 
torial supplies. It also enables the cooperative to prepay such ex- 
penses as insurance, thereby effecting savings in overall costs. 

Presently the working capital accounts are utilized and are some- 
times almost entirely expended in satisfying the mortgagees’ escrow 
requirements, prepaying of mortgage insurance premiums, and in 
paying other acquisition costs which should be considered as part of 
the replacement cost of the project. This leaves the cooperative 
bereft of capital even before operations can be commenced. 

Section 104(d)(2) of H.R. 12153, in permitting amortization of 
mortgages to commence 2 years from the estimated date of comple- 
tion would further insure that the cooperative would have a firm 
financial foundation. 

It is my firm belief, after observing the 213 cooperative program 
function during the past years that it supplies the answer to the ever- 
increasing need for housing at moderate costs in our urban areas. Any 
step taken to promote this program, to encourage construction of 213 
cooperatives, to enable this housing to fall within the reach of the 
middle-income group of housing consumers—and at no additional 
cost to our Government, would indeed be a step in the right direction. 

The provisions of H.R. 12153 which I mentioned, serve to add in- 
centive to new cooperative construction. It does so by increasing the 
attraction of these newly constructed apartments to this middle-in- 
come group. The sales programs will be reduced and construction 
commenced with less delay and with concomitant reduced costs to 
the builders or sponsors as a result of this increased attraction to the 
consumer. The consumer can be assured that upon occupancy his 
cooperative will be solvent and on sound fiscal footing. He will not 
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be faced with increased carrying charges to defray costs which should 
properly be absorbed in the mortgage amount. 

I also heartily approve of section 110 of this proposed bill for the 
same reasons. In permitting the charges which FNMA would im- 
pose to be included in the replacement cost amount in addition to the 
current outmoded 114 percent allowance for financing expense, the 
downpayment requirements of the prospective cooperators will be to 
that extent reduced. 

This could only serve to encourage development of this program by 
curtailing the existing tendency of pricing 213 cooperatives out of 
the grasp of the middle-income group. I would suggest at this point 
that the 114 percent financing allowance figure be entirely abandoned 
in favor of a more realistic one. 

Present mortgage funds are now, and have been for the past num- 
ber of years quite scarce. They are obtainable only at discounts and 
financing charges arounting to as much as 9 and 10 points. I recom- 
mend a financing allowance of 4 percent be included as a proper cost 
of development. 

This figure does not exceed even the most favorable FNMA financ- 
ing arrangement possible under present conditions. It would serve 
to reduce the cash investment requirement of the consumer and there- 
by attract many additional families to this program. In doing so, 
it would also provide greater impetus for participation by builders 
which, of course, would be desirable. 

I approve of and endorse the other provisions of H.R. 12153. A1- 
though time does not permit me to elaborate on all of its provisions 
now, I respectfully request that I be afforded the privilege of sub- 
mitting a written report of my views. 

May I again thank you, Mr. Chairman, and the committee for this 
opportunity to express my approval and support of this bill. 

Mr. Apponizi1o. Without objection the written report may be sub- 
mitted to the committee at a later date. I have only one question for 
you, Mr. Schiff. And then I will pass on to the others. 

I am sure that you are familiar with the fact that the maximum 
maturity for 213 mortgages is now 40 years. Would it substantially 
lower the monthly payments if this were extended to 50 years? 

Mr. Scuirr. The extension of the mortgage to a 50-year term would 
assist very substantially toward reducing the monthly carrying 
charges of the cooperative. That would be a solution, if it could be 
enacted, which would, I think, serve to further reduce the carrying 
charges so that many, many more families could make these apart- 
ments available to themselves. I think it would be a wonderful thing 
if it could be done, and by the way, excuse me, Mr. Holtzman, I would 
like to point out that in the State of New York, there are any num- 
ber of housing financing methods which include the 50-year loan of 
principal. Principally they are redevelopment companies, both city 
and State aided programs, which do provide for 50-year mortgages. 
This is not an uncommon thing in the State of New York. 

Mr. Apponiz1o. Mr. Holtzman ? 

Mr. Hourzman. Mr. Chairman, I should like to thank you, Mr. 
Chairman, and the members of your committee for giving me the 
opportunity of being here today and I would not want the occasion 
to pass without indicating that since he came to the Congress, just 
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a couple of years ago, my good friend and my colleagues, Sey Hal- 
pern, has done an outstanding job on behalf of the 213 cooperators. 
He has been very kind to me in turn and I[ am sure that together we 
will continue to work with a view toward getting some much needed 
relief for the 213 co-ops. May L also say to “Mr. Mey ers, Mr. Pelletier, 
and Mr. Schiff, that you all did a fine job. You came here thoroughly 
prepared and you know your subject and your hearts are in it. 

Mr. Apponiz1o. Mr. Barrett ? 

Mr. Barrerr. I just want to ask one question off the record. 

(Discussion off the record. ) 

Mr. Apponiz1o. Thank you very much, Mr. Schiff. 

May I say to you that we appreciate very much your testimony. I 
particularly want to compliment Congressman Halpern for bringing 
all of your fine witnesses here before the committee. I think all of 
you have done a splendid job. I can assure you that I for one will 
do everything I can to bring about some of these changes in the 
housing bill. 

The committee will stand adjourned until Friday morning 

Mr. Haurrrn. May I just add a word, Mr. Chairman, and express 
my appreciation to you and to the members of the committee and in 
particular I want to thank my colleague, Mr. Holtzman, for his very 
kind remarks, and I join in his wish that we shall continue to work 
together for this very fine objective. 

Mr. Apponizio. The committee will stand adjourned until Friday 
morning at 10 a.m. when the first witness will be Mr. McCallum, the 
Administrator of the Small Business Administration. 

The committee is adjourned. 

(Whereupon, at 3:48 p.m., the subcommittee was adjourned to re- 
convene at 10 a.m., Friday, May 27, 1960.) 
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FRIDAY, MAY 27, 1960 


Howser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovsine, 
Washington. D.C. 

The subcommittee met at 10 a.m., in room 1301, New House Office 
Building, Hon. Albert Rains (chairman of the subcommittee) pre- 
siding. 

Present : Representatives Rains (presiding), Widnall, Sullivan, and 
Bass. 

Mr. Rains. The committee will be in order. The first witness this 
morning is Mr. Philip McCallum, Administrator of the Small Busi- 
ness Administration. We are delighted to have you gentlemen. 

Mr. McCatium. Thank you, Mr. Chairman. 

Mr. Rartns. You may proceed, Mr. McCallum. 


STATEMENT OF PHILIP McCALLUM, ADMINISTRATOR, SMALL 
BUSINESS ADMINISTRATION; ACCOMPANIED BY ROBERT BUCK, 
DEPUTY ADMINISTRATOR IN CHARGE OF FINANCIAL ASSIST- 
ANCE, AND ROSS DAVIS, ASSISTANT GENERAL COUNSEL 


Mr. McCatium. Thank you, Mr. Chairman. I have with me this 
morning Mr. Robert Buck, who is Deputy Administrator in charge of 
our financial assistance program, and Mr. Ross Davis, Assistant Gen- 
eral Counsel of SBA. 

Mr. Rarns. We are glad to have you here. 

Mr. McCatium. Mr. Chairman, I have been invited to appear be- 
fore this subcommittee today to comment on a legislative proposal 
contained in H.R. 12152 introduced by you, Mr. Chairman, which, in 
effect, would extend the disaster loan program presently administered 
by the Small Business Administration under section 7(b) of the Small 
Business Act to provide disaster loans to small concerns displaced by 
urban renewal projects. Related proposals have been included in H.R. 
12162 (Mr. Addonizio), H.R. 12164 (Mr. Barrett), H.R. 1067 (Mr. 
Teller), H.R. 5953 (Mr. Foley), and H.R. 11864 (Mr. Moorhead), all 
pending before this subcommittee. 

We know, of course, that urban renewal results in the dislocation of 
small business firms. Unfortunately, however, there is available to me 
limited information on the extent of these disruptions, the types of 
enterprises affected, or the ultimate result of these disruptions. 

Obviously, the types of business displaced by urban renewal activi- 
ties vary with the characteristics of the project area. Some of the non- 
residential occupants of the structures to be replaced are small retail 
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and service establishments such as grocery stores, drugstores, barber- 
shops, restaurants, laundries, and the like. As a rule these establish- 
ments are quite small; few employ more than 25 persons. Some of 
them are operated by one person or by a family. An urban renewal 
area will often contain one or more larger enterprises such as manu- 
facturing concerns, junkyards, auto parts stores, and the like. 

We know that displacements sometimes lead to fatalities. This is 
particularly true of struggling enterprises which have been able to 
survive only because their occupancy of outmoded buildings permitted 
substantial savings in rentals. 

Deprived of this differential, they cannot continue in business. In 
other cases, relocation is made more difficult by zoning laws or license 
requirements. Franchise arrangements can also create problems. An 
automobile dealership may be lost because the owner finds it impossible 
to relocate in the territory assigned to him. 

I am informed, however, that the survival rate among displacees 
is high. There is evidence, I am told, that despite the difficulties in- 
volved, a majority of such concerns succeed in transferring their busi- 
nesses to new locations. This does not lessen our concern for the re- 
mainder. Our desire is to see to it that small businesses dislocated by 
urban renewal projects are reestablished in new locations. 

I assume this subcommittee has seen the report “Business Reloca- 
tion Caused by the Boston Central Artery,” issued last month by the 
Greater Boston Economic Study Committee. At the risk of going 
over familiar ground, I would like briefly to summarize portions of 
this report which, I think, are of particular significance to my testi- 
mony here today. 

But before I go into it, I want to point out that the assistance avail- 
able under urban renewal was not available to businesses under the 
Boston program. 

The report deals with business relocations caused by a 114-mile 
portion of the Boston Central Artery which runs through downtown 
Boston. While I recognize that the displacement involved here oc- 
curred in a business district as contrasted with a residential area, I do 
not believe that this distinction diminishes the usefulness of the data 
contained in the report. 

In summary: The construction of the central artery displaced 573 
business firms employing a little more than 7,000 persons, 5 percent 
of all downtown business activity. Most of the displaced firms were 
engaged in light manufacturing or wholesale activity, most were small, 
over half had fewer than six employees. 

Eighty percent of all displaced establishments survived; these 
firms accounted for 90 percent of all displaced employees; survival 
rates were higher for large firms than for smaller ones; in manufactur- 
ing, wholesale, and servicing industries about 85 percent of all dis- 
placed firms survived; in retailing only 62 percent survived. 

The Greater Boston report said that 35 percent: of business firms 
which replied to a questionnaire on their relocation experience re- 
ported business increases; 40 percent reported no change; and only 25 
percent indicated a decline. Furthermore, 50 percent of the re- 
spondents preferred their new location; only 25 percent did not. Of 
the firms reporting increases in business about one-half attributed this 
to the superiority of the new location. 
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The report contained the following comments or recommendations : 

1. Survival rates would probably have been greater if certain non- 
monetary help had been made available. The greatest need was for 
assistance in locating new sites, professional advice on tax and cost 
problems, and better explanations of municipal regulations. 

2. Survival might possibly have been higher had the compensation 
paid to displaced firms included moving costs in addition to acquisition 
payments. In this way tenants as well as owners would have received 
financial aid. 

As this subcommittee knows, assistance similar to that recommended 
in this report is presently being provided under the urban renewal 
program. 

In my view, the most constructive approach to the problem of busi- 
ness displacement is to make every possible effort to help these con- 
cerns in advance of their displacement, to prepare for the relocation 
of their businesses. Clearly, action taken to prevent damage, before 
it occurs, is more effective than any assistance rendered thereafter. 

To this end, the Urban Renewal Administration and the Small 
Business Administration have cooperated in measures designed to call 
the attention of small concerns, occupying premises affected by urban 
renewal projects, to the facilities of SBA. They are encouraged to call 
upon us for advice in solving the managerial, production, and dis- 
tribution problems attending relocation. RUA and SBA will continue 
to improve liaison in this work. 

Allowances for moving costs are, of course, one of the primary needs 
of small concerns displaced by urban renewal activities. In rec- 
ognition of this, Congress has authorized reimbursement for mov- 
ing costs and direct losses of personal property. Payments of this 
kind, up to an individual maximum of $3,000, are presently being 
made by local public agencies with funds granted by the Federal 
Government. 

In some cases, I believe, the $3,000 limitation has prevented com- 
plete reimbursement for costs and damages actually incurred. It 
is my understanding that the Urban Renewal Administration has rec- 
ommended legislation authorizing relocation payments to be made 
in amounts up to 25 percent of the value of the property involved 
in those localities which agree to share the cost of such payments 
on the same basis as other urban renewal costs. Where State law 
does not permit localities to participate in this manner, the existing 
relocation payments would, under the terms of the recommendation, 
remain available. 

Furthermore, the business loan program, conducted by SBA pur- 
suant to section 7(a) of the Small Business Act, is available for the 
assistance of small business concerns displaced by urban renewal 
activities. Although our records are not kept to reflect this informa- 
tion, we know that some displacees have obtained such assistance. 

Some distinction at this point must be made between two general 
types of enterprises seeking relocation. The firm which can carry 
its customers to a new location is in substantially different cireum- 
stances than the firm which, because of its removal, will necessarily 
lose all its former customers and, therefore, be compelled to establish 
in the new location a substantially new business. In most cases finan- 
cial assistance in the form of loans may be accorded to the former 
on some reasonable credit basis established on its past earnings record, 
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The plight of the business, typically a small retailer, which must 
reestablish itself as a new enter prise in a new location is far more com- 
plex. Undoubtedly this is why the Boston report showed a higher 
mortality rate for retailers. Typically this potential borrower cannot 
point to credit factors which suggest that the new enterprise will be 
a success and therefore creditworthy. I question, therefore, whether 
as a practical matter this company would receive financial assistance 
under the disaster loan provision pending before this subcommittee. 

While it is true that disaster loans in contrast to business loans 
are not, asa matter of law, required to meet spec ‘ified credit standards, 
nevertheless, unless such loans are to be considered grants (and there 
is no evidence that this is the intent of C ongress ) , the borrowers must 
demonstrate some ability to reply. Financial assistance rendered 
without this assurance would be more in the nature of a speculative 
venture than a loan. 

I am troubled by a number of other considerations which would 
arise if the Congress were to adopt this legislation. For example, I 
cannot at this point guess how SBA would establish a reasonable 
standard for determining the proper amount of the loan particularly 
where the capital required by the new enterprise far exceeds the 
amount available to the old. 

Under the regular business loan authority we will make loans to 
new enterprises which can demonstrate ability to repay but only 
when adequate equity capital is supplied by the organizers. Although 
it is not inflexible, the general rue of thumb is that. the promoters ‘of 
a new venture must match the dollars the SBA loan will supply. 
This seems to me to be a reasonable standard for financing new busi- 
nesses under any circumstances but I doubt that it would be prac- 
tical for the small retailer of whom we are speaking. 

The basic aim of the disaster loan program established under sec- 
tion 7(b) of the Small Business Act was to provide financial assist- 
ance to persons whose business premises, residence, or other property 
is destroyed or damaged by physical impact of a flood, hurricane, or 
similar disaster. The purpose of the loan and therefore the limits 
on the loan, is to place the firm in the same situation it enjoyed prior 
to the disaster. It is assumed that if this can be done the company 
will continue as its has in the past to be a sound enterprise. Under 
these circumstances and upon this theory the disaster loan program 
is a sound one. 

There have, from time to time, been proposals to change this basic 
concept of the disaster loan program. We have always resisted such 
change. Thus, we have not recommended extension of disaster loans 
to firms adversely affected by tariff decreases or to firms adversely 
affected by federally aided highway construction projects, programs 
administered by the Secretary of Agriculture under the provisions 
of the Soil Bank Act, unemployment and surplus labor, and similar 
problems. 

The adoption of such a proposal would establish an entirely new 
concept of disaster loan. Until now the purpose of disaster loans, as 
T have said, has been to restore the borrower to his predisaster status. 
However, the proposals before this subcommittee, as I understand 
them, provide financial assistance solely as a matter of economic relief 
without any reasonable standard as to the amount or purpose of the 
loan. I cannot recommend such a program. 
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Thank you, Mr. Chairman. I would be glad to answer any ques- 
tions. 

Mr. Rats. Thank you, Mr. McCallum, for a very concise and in- 
formative statement. Whether I agree with it or not, it is right on 
the button. I only have a few questions and I think you did a good 
job of presenting your viewpoint in the matter. In the bill 12152 
which would provide disaster type loans to displaced businesses, the 
wording that would do that is more restrictive than I had in mind. 
Don’t you believe that the loans should be of a type which would 
enable the affected business to reestablish themselves in a new area, 
if you are going to do that ? 

Mr. McCauium. May I read the section, sir 

Mr. Ratns. Yes. You see presently the bill as written would limit 
the loans to expenses of relocation not compensated for any other 
expense incurred of loss or place. That is the way the bill is written. 

Mr. McCatium. Well, I would agree with you, Mr. Chairman, if 
you want it to cover the situation which you have outlined you would 
have to change the language. I would not know that this would be 
workable from our standpoint. 

Mr. Rains. But in order to achieve that purpose you would have to 
broaden the language, wouldn't you ¢ 

Mr. McCauium. Yes. 

Mr. Ratns. How many loans have you made under the disaster loan 
program ¢ 

Mr. McCauuvm. I believe it is about 9,061, sir. 

Mr. Ratns. What has the repayment record on these disaster loans 
been ¢ 

Mr. McCatitum. Mr. Rains, the number of loans in which we have 
actually charged them off is 108. This is in a dollar volume of $698,- 
460. The loans in liquidation, 218 presently, loans delinquent over 
60 days, 371. The estimated loss, the last two groups that I gave you, 
sir, would be $1,101,600. 

Mr. Rats. Out of a total of about $96 million? Is that approxi- 
mately correct / 

Mr. McCatium. Yes, sir. 

Mr. Rarns. According to my fast mathematical translation that 
would be somewhere in the neighborhood of slightly above 2 percent, 
would it not ¢ 

Mr. McCauium. Yes, sir. 

Mr. Rains. Which is generally regarded, of course, as a very good 
ratio of repayment especially on this type of loan, isn’t it? 

Mr. McCativm. On the type of disaster loan which we presently 
make, yes, sir. 

Mr. R ins. I realize this could turn into a tremendous program in- 
volving as we envision it those dislocated by urban renewal and the 
highway program and any governmental action. How can we write 
into this bill a provision to give a small business dislocated by this type 
of governmental action pr jority ? In other words, we have got to do 
something for them some way if we are going to carry the urban 
renewal program on, it is pretty clear, and some of them can’t get 
bank credit. 

Is there any suggestion that you can make to us that would be help- 
ful? Say that we “operate under the same program but we want to 
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have some special priority without extending the disaster features 
which are written into the law, do you think that is feasible? 

Mr. McCatium. Well, I presume that we could, sir. I can’t give 
you the language right now. The only thing I can say is at the present 
time as a matter of processing we do give certain 

Mr. Rarns. Mr. Morgan the other day testified for the mutual sav- 
ings banks and he made the suggestion in his testimony that he didn’t 
think it would be quite in line to go all the way for disaster loans, 
but he thought that there could be something done about giving these 
displaced businessmen a priority and I was interested in his sugges- 
tion. I would like to see whether we could devise some language to 
say that we are going to give these people a priority in financing. 
The Government has moved in on them and caused them quite a dif- 
ficulty, so it seems to me that in fairness we should devise some kind 
of priority for these people. 

Mr. McCatium. Well, I think that this has possibilities, sir. 

Mr. Rarys. Suppose you give it some study and certainly before 
the end of next week give us a little memorandum on the idea so that 
we can have the benefit of your views. 

Mr. McCatium. Well, I will be glad to look into it and see what 
problems are involved, and we will look into it. 

Mr. Rarns. I would very much appreciate it if you would do that. 
Mrs. Sullivan, do you have a question ? 

Mrs. Sutrtvan. I would like to follow up on this loan business for 
just a moment, Mr. Chairman. Mr. McCallum, what interest rates 
do you charge on the regular business loan program ? 

Mr. McCatium. By statute it is fixed at 514 percent. 

Mrs. Sutiivan. Is there any other additional charge for handling 
beside that 514 percent ? 

Mr. McCativum. No. 

Mrs. Sutuivan. And what isa typical loan maturity ? 

Mr. McCatuivum. I think the average is about 6 years. 

Mrs. Sutiivan. What is proposed in the bill before us runs around 
3 percent and repayment up to around 20 years? 

Mr. McCatuum. Yes, 20 years. It is the same interest rate and term 
as we presently have in our regular disaster loan program. 

Mrs. Sutiivan. What? 

Mr. McCatium. The 3 percent and 20-year term. 

Mrs. Sutttvan. But in yours 514 percent is the highest interest rate 
you have charged ? 

Mr. McCautum. This is in the regular business loan, 514 percent 
on SBA’s share of the loan. 

Mrs. SutzivaAN. Thank you. That is all, Mr. Chairman. 

Mr. Rarns. The thing that worries me as I hear you testify is that 
there is a difference between making a loan on a business that is going 
to be reestablished at a new location and a loan on a business that is 
going to be reestablished at the same place, by just putting its physical 
properties back into shape from a disaster. 

Mr. McCativum. Yes. 

Mr. Rats. You think it would necessitate changing not only the 
concept of the business loan but the concept of the disaster loan ? 

Mr. McCatium. Yes, it would. 
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Mr. Rarns. I wouldn’t be averse to giving them an interest rate 
advantage or something of that sort, but I see now that it might be 
difficult to make these loans qualify as disaster loans. ; 

Mr. McCatium. Yes. 

Mr. Rarns. You give us a memorandum on it just as you see it. 

Mr. McCatium. Yes, sir, we will. 

Mr. Rains. Thank you very much for coming before us, gentle- 
men. 

At this point in the record I will include a letter from Mr. Walter 
P. Reuther, It is a letter addressed to me covering certain portions of 
the bill. It may be included in the record at this point. 

(The document referred to is as follows :) 


INDUSTRIAL UNION DEPARTMENT, 
Washington, D.C., May 26, 1960. 
Hon. ALBERT RAINS, 
House of Representatives, 
Washington, D.C. 


My Dear Mr. Ratns: The current slowdown in our economy and the continued 
pressing shelter needs of millions of American families make it imperative that 
the Congress legislate boldly and quickly in the residential housing field. We 
need a housing program which can simultaneously provide decent shelter for all 
Americans and help strengthen our economy which has been working far below 
its full capacity. 

Weakness in the residental construction industry has been a major factor 
in keeping the economy at a reduced level of operations with a continuing 
high rate of unemployment. For the past 8 consecutive months housing starts 
have lagged behind the level of the preceding year. In April 1960, for example, 
new housing starts were 110,400 compared to 142,200 in April of 1959; for March 
of 1960, the figure was 97,800 compared to 121,000 in March of 1959. This de- 
pressed rate of residential construction is intolerable in light of the great shelter 
needs of millions of American families and the persistent shortage of jobs in 
so many sectors of the economy. 

Swift action is called for on many different phases of housing legislation that 
have been presented on both the House and Senate sides. Help is needed, for 
example, to strengthen the financial supporting sections of existing housing and 
urban renewal legislation though care should be exercised to prevent some 
sections of these bills from becoming financial giveaways rather than genuine 
assistance leading to real construction. In this connection, I shall only men- 
tion that it seems incongruous to be enacting Federal assistance for mortgages 
going as high as $25,000. Governmental assistance shouldn’t be employed for 
the building and sale of what are clearly luxury dwellings. By the same token, 
some proposals which would permit the Housing Commissioner to include some 
offsite improvements, hitherto excluded, in Federal housing insurance guarantees, 
may also be questionable. 

I should like, however, more positively to call your attention to some of the 
proposed new programs which merit special consideration as we seek to bolster 
this basic industry which can add so many on- and off-site new jobs. 

We strongly endorse the proposals in H.R. 12152 which would establish a new 
relocation assistance program for those displaced as a result of the operation 
of urban renewal and slum clearance. Title II of this act provides for special 
loans to assist in rehousing such displaced families, and this principle merits 
strong support. We believe, moreover, that this title can and should be strength- 
ened in several respects to help achieve its highly laudable objectives. 

It has become increasingly apparent that the inability of many communities 
to provide shelter for persons displaced by urban renewal programs may bring 
these latter programs to a grinding halt in many parts of the Nation. Urban 
renewal becomes a mockery if it leads to housing burdens and misery for thou- 
sands of displaced families. H.R. 12152 offers a possibility of finding a way out 
of this dilemma. It provides authority to the Housing Administrator to make 
loans to nonprofit corporations for the construction of housing for low- and 
middle-income families displaced from their homes by urban renewal and slum- 
clearance activities. We agree with the general intent of providing these loans 
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at a low enough rate of interest so that the resultant housing will be within the 
means of the displaced families. However, this general title should be strength- 
ened so that the loan funds made available under it are more surely and effec- 
tively channeled to the people actually displaced by urban renewal—and not to 
others as might be the case without some additional safeguards. There should, 
for instance, be clear provisions to make certain that such loans and the building 
of alternative shelter will be completed in advance of the actual urban renewal, 
thereby guaranteeing that the new dwellings will be available when needed by 
the displaced families. Secondly, these funds should also be available to help 
finance the construction and sale of units to displaced families who may want 
to buy rather than rent, and not be limited to rental housing. Again, to assist 
some of these displaced families, perhaps a mechanism can be developed which 
would permit them to use the funds available under this title to purchase existing 
or rehabilitated housing under mortgage terms that are within their means. 

A second new program to which we attach special significance is the so-called 
middle-income housing program—a program to provide housing for those families 
whose income level is too high to qualify them for low-income housing but too 
low to enable them to buy or rent the new housing being produced under existing 
programs. We endorse the proposals, contained in several different bills, which 
would establish a Federal Limited Profit Mortgage Corporation authorized to 
issue bonded capital up to $2 billion to help get this middle-income program on 
its way. This legislation would make possible the construction of 150,000 units 
for middle-income families. Under these bills, the 150,000 units could be built 
under terms and conditions that would keep them within the purchase range of 
middle-income families. This would be made possible by the provision for 
50-year, 90 percent mortgages, at interest rates one-half percent above the cost 
to the Government, with overall builders’ profits to be kept to no more than 6 
percent. Similar programs have been operated successfully in a few States and 
now that these principles have been so tested, it is time to incorporate them 
into the total body of national housing legislation. 

A third part of this legislation, the enactment of which I should particularly 
like to emphasize, is the low-rent public housing program. There are still tens 
of thousands of American families who cannot afford decent shelter without 
Federal assistance in the form of the low-rent public housing program. The 
Congress should enact the necessary legislation to permit the construction of an 
additional 100,000 of such low-rent units—units which were originally en- 
visaged under the Housing Act of 1949. 

The public housing program has been lagging for too many years. Presiden- 
tial vetoes, cuts in appropriations—these and other obstacles have held this 
program back time and again. Yet the fact remains that at present there is 
simply no other program which gets at the housing problems of low-income 
families. Enactment of legislation to make possible these additional 100,000 
units would only be a modest downpayment for what must still be done in this 
field. 

We also urge passage of those measures which are being proposed to reinforce 
the cooperative housing program, including the appointment of an Assistant 
Commissioner for Cooperative Housing within FHA. This step plus the authori- 
zation of new funds to support cooperative housing projects will strengthen a 
program which has already demonstrated great possibilities. It is our hope 
that as the cooperative housing program is improved, an increasing number of 
labor unions will be able to find economically and socially productive outlets for 
some of the moneys now held in union welfare funds. 

Finally, in recognition of the enormous social and economic importance of 
housing and urban development in our lives today, we endorse the proposal for 
the establishment of a Department of Housing and Urban Affairs as contained 
in several of the bills presented to both the Senate and House. Much of the 
past neglect of the desirable low-rent public and middle-income housings as 
well as general urban redevelopment, might have been avoided if there was a 
strong voice, at the Cabinet level, in support of effective housing legislation. 
This new department should also be charged with the responsibility for com- 
pleting an up-to-date inventory of the Nation’s shelter needs and the formula- 
tion, in cooperation with the President’s Council of Economie Advisers, of an- 
nual housing production goals to meet these needs over a period of years. The 
establishment of such a department and the formulation of such goals would 
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only be belated recognition of the far-reaching role which housing and urban 
development must play in building a strong economy and a better society in 
America. 
Sincerely, 
WALTER P. REUTHER, President. 


NEWS FROM INDUSTRIAL UNION DEPARTMENT, AFL-CIO, 
Washington, D.C. 


A Department of Housing and Urban Affairs in the President’s Cabinet was 
endorsed today by Walter P. Reuther, president of the Industrial Union De- 
partment, AFL-CIO. 

Reuther’s endorsement came in a letter to Albert Rains, chairman of the 
Subcommittee on Housing of the House Banking and Currency Committee. 
“Much of the past neglect of the desirable low-rent public and middle-income 
housing as well as general urban redevelopment might have been avoided if 
there were a strong voice at the Cabinet level in support of effective housing 
legislation,’ Reuther said. 

He added that such a department should be charged with the “responsibility 
for completing an up-to-date inventory of the Nation’s shelter needs and the 
formulation, in cooperation with the President’s Council of Economic Advisers, 
of annual housing production goals to meet these needs over a period of years.” 

Reuther stressed that the current slowdown of the economy and the continued 
needs of the Nation “make it imperative that Congress legislate boldly and 
quickly” in the field of housing. He stated that weaknesses in the construction 
industry have been a major factor in today’s economic lag and that they are 
contributing significantly to today’s high unemployment rates. 

The IUD president urged that care be exercised in housing legislation to 
prevent some sections of pending legislation from becoming “financial give- 
aways. 

“In this connection,” he said, “I shall only mention that it seems incongruous 
to be enacting Federal assistance for mortgages going as high as $25,000. Gov- 
ernment assistance should not be employed for the building and sale of what 
are clearly luxury dwellings.” 

While strongly endorsing the proposals in H.R. 12152 which would establish 
a new relocation assistance program for families displaced by urban renewal 
and slum clearance activities, Reuther urged further strengthening of the 
measure. 

“It has become evident,” he asserted, “that the inability of many communi- 
ties to provide shelter for persons displaced by urban renewal programs may 
bring these latter programs to a grinding halt in many parts of the country. 
Urban renewal becomes a mockery if it leads to housing burdens and misery 
for thousands of displaced persons. 

“H.R. 12152 offers a possibility for finding a way out of this dilemma. It 
provides authority to the Housing Administrator to make loans to nonprofit 
corporations for the construction of housing for low- and middle-income families 
displaced from their homes by urban renewal and slum clearance activities.” 

Reuther added that there should be “clear provisions” to make certain that 
loans and the building of alternative shelter are completed in advance of actual 
urban renewal activity. He urged that, if possible, a mechanism be developed 
to permit displaced families to use available funds to buy existing or rehabili- 
tated housing on mortgage terms within their means. 

Noting the pressing need for middle-income housing, Reuther urged inclusion 
in housing legislation of the proposal to establish a Federal Limited Profit Mort- 
gage Corporation “authorized to issue bonded capital up to $2 billion to help 
this middle-income program underway.” 

“This legislation would make possible the construction of 150,000 units for 
middle-income housing * * * This would be made possible by the provision 
for 40-year, 90-percent mortgages, at interest rates one-half of 1 percent above 
the cost to the government, with overall builders’ profits to be kept to no more 
than 6 percent,” he said. 

Pointing to the growing gap in low income housing needs, Reuther urged that 
Congress enact the necessary legislation to permit the construction of 100,000 low 
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rent public housing units. He stressed that these units “were originally envis- 
aged under the Housing Act of 1949.” 

“The public housing program has been lagging for too many years,” Reuther 
emphasized. “Presidential vetoes, cuts in appropriations, and other obstacles 
have held this program back time and again * * * Enactment of legislation to 
make possible these additional 100,000 units would only be a modest down pay- 
ment on what must still be done in this field.” 

The IUD president also called for the naming of an Assistant Commissioner 
for Cooperative Housing within the Federal Housing Administration. 

“It is our hope,” he declared, “that as the cooperative housing program is im- 
proved, an increasing number of labor unions will be able to find economically 
and socially productive outlets for some of the monies now in union welfare 
funds,” 


Mr. Ratns. The next witness is Mr. Charles Wellman, National 
League of Insured Savings Associations, Glendale, Calif. 

Come around, Mr. Wellman, we are always happy to see your smil- 
ing face and to have you testify before us. 


STATEMENT OF CHARLES WELLMAN, CHAIRMAN, LEGISLATIVE 
COMMITTEE; ACCOMPANIED BY BRYCE CURRY, GENERAL 
COUNSEL, NATIONAL LEAGUE OF INSURED SAVINGS ASSOCIA- 
TIONS 


Mr. Wetitman. Thank you, sir. 

I have with me today Mr. Bryce Curry, who is general counsel of 
the league. 

Mr. Ratns. We are delighted to see Mr. Curry. You may proceed, 
Mr. Wellman. 

Mr. Wetuman. Mr. Chairman, I have submitted a statement sum- 
marizing our position with respect to particularly H.R. 12153 and I 
would like to file that for the record and merely comment and sum- 
marize the contents of that statement if that is agreeable. 

Mr. Rains. It may be included in the record, the complete state- 
ment and you may proceed. 

(The prepared statement of Mr. Wellman is as follows: ) 


STATEMENT OF CHARLES A. WELLMAN, CHAIRMAN, LEGISLATION COMMITTEE, NaA- 
TIONAL LEAGUE OF INSURED SAVINGS ASSOCIATIONS, ON H.R. 12153 


My name is Charles Wellman. I am executive vice president and managing 
officer of Glendale Federal Savings & Loan Association, Glendale, Calif., and 
chairman of the Legislation Committee of the National League of Insured Sav- 
ings Associations, in which capacity I am appearing today. I am accompanied 
today by Mr. Bryce Curry, general counsel of the National League of Insured 
Savings Associations. 

INTRODUCTION 


The stated purposes ef H.R. 12153 to “promote homeownership and achieve 
high-level stability in residential construction” are laudable objectives. They are 
objectives to which all segments of the great homebuilding industry of this 
Nation can give unreserved allegiance. 

Our principal problem, however, and the main objective of these hearings is to 
determine whether or not the provisions of the proposed bill will in fact move 
this Nation closer to the realization of those objectives. 

High level stability in residential construction is a product of three principal 
factors. They are: 

First is a strong sustained, effective demand by the consumers. Obviously, you 
cannot have a high level of production if there is not a market for the goods 
being produced. 

Second, the financial system must provide adequate funds to finance both pro- 
ducer and consumer in the production and the purchase of the product. 
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Third, the prices paid for both the product and the needed credit must be in 
balance with the ability of the producer and the consumer to pay. 

Legislation aimed at the accomplishment of a high level stability of residential 
construction, therefore, must make significant contributions to these factors if 
the objective is to be achieved. I emphasize the importance of this second ob- 
jective because it is obvious that if a sustained high level of residential construc- 
tion is achieved, homeownership by that very factor will be promoted. 

In the postwar period, with minor exceptions, there has been little evidence of 
a lack of effective demand for housing. The principal limiting factors have 
been the price and availability of financing and the increasing cost of land, mate- 
rial, and labor going into the production of residential housing. If we are to 
serve successfully our objective, therefore, this legislation must be weighed in 
terms of its contribution to expanding these two previously limiting factors. 

It is obvious that to deal with the problem the other way around would not 
only fail, it would in fact, compound the problem. By that, I mean this—if we 
make no successful assault on the problem of the flow of funds into residential 
construction and the price for such funds, if we make no contribution to halt or 
slow down the increasing cost of housing to the home buyer, it certainly will do 
no good to increase the level of effective demand for housing. We will be in the 
position of merely increasing pressure on already limiting factors. Such in- 
creased pressure can only compound the problem. It will raise the demand for 
the limited supply of funds, thereby increasing the price paid for the use of those 
funds. It will increase the pressure of demand on the limiting supply of mate- 
rials and labor and land, thereby increasing the costs of those elements. We 
will thus have merely enhanced the socially and economically undesirable impact 
of those two factors which have been our major problems throughout the entire 
postwar period. 

TITLE I 


Within this larger framework, therefore, let us analyze some of the specifics of 
title I, H.R. 12153: 

Section 102(a) of the bill increases the maximum mortgage amount on one- 
family residences from $22,500 to $25,000. 

Section 102(b) again reduces the minimum downpayment requirements for 
new and existing homes bought with FHA-insured loans. Under the Housing 
Act of 1959, 3 percent is required for the first $13,500 of value, 10 percent for 
the next $4,500, and 30 percent for the remainder. This was a substantial 
liberalization. Under the new bill, no downpayment whatever would be required 
for the first $13,500 of value, 10 percent for the next $6,500, and only 25 percent 
for the remainder. For a $20,000 house, the minimum downpayment before 
and after the Housing Act of 1959 and proposed in H.R. 12153 is as follows: 


Before 1959 act was made effective _.__..-.-.--___-__-___---__-___ $2, 000 
After 1959 act was made effective..._.__._._.._.___..-.---------.___.. 71, 500 
TIN SADR, Mie casks. tigtihdladn Suoneasen bab ee aI SiS ee 650 


1 Rounded to conform to FHA practice. 


Section 102(c) of the bill extends the maximum maturity of FHA home loans 
from 30 to 35 years and even to 40 years when the Commissioner determines 
that such a long amortization period is required to enable certain purchasers 
to buy houses. 

Without going into detail on the FHA rental and cooperative housing provi- 
sions of the bill, it is noted that the definitions of replacement cost or value in 
sections 207, 213, 220, 221, and 231 are to be substantially loosened. This 
liberalization goes to the extent of even allowing mortgage insurance premiums 
during the period of constructing and securing occupancy of the project to be 
included in cost, as well as FNMA fees. Also, the bill provides for substantial 
deferments of debt payments after completion of projects. For various types 
of projects, the present loan payment plan of FHA is to be replaced by the level 
payment plan which produces lower principal payments in the initial years. 

These proposed provisions can have only one economic effect—namely stimu- 
lation of demand. Unless room is also provided for that increased demand in 
terms of credit, land, materials, the bill will merely increase demand without 
increasing supply, the net effect of which is always an increase in price. 

I would like to make two additional comments concerning these demand 
liberalization proposals. Two major safeguards have always existed in mort- 
gage lending to minimize risk to the mortgage lender. One of these safeguards 
is a reasonable ratio of loan to value, the second safeguard is the term over 
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which a borrower is to repay the obligation. Actually, an extension of term for 
5 additional more years is the equivalent of an increase in the ratio of loan to 
value. The reason for this is simple—the longer the repayment term, the greater 
is the amount of interest the borrower must pay for the use of the funds and 
the smaller opportunity there is for any reduction in the principal balance 
occurring in the early life of the loan. 

This bill proposes to liberalize still further both of these safeguards. Cer- 
tainly on one would argue that the lower downpayments and longer amortization 
term loans have been the principal weapon for the promotion of homeownership 
in this Nation. Such a mortgage instrument is the reason so many ordinary 
families in this Nation own their own homes, unlike the rest of the world. 

Is there not, however, a point of no return? Can we say that if a 25-year loan 
at 85 percent loan to value ratio is sound, therefore, loans of 35 or 40 terms and 
90, 95, or 100 percent ratio to the market value are equally sound? Don’t we 
reach a point at which normal, prudent safeguards are so totally disregarded 
that investors will view will distaste mortgage instruments offered to them which 
contain so little room for their own underwriting and their own protection wholly 
apart from the Government guarantee or contract of insurance? Would we not 
then defeat totally our objective? 

There is a new notion abroad that no downpayment or very low downpayment 
loans are just as sound as are loans with larger equities. It is true, of course, 
that favorable economic conditions in the postwar period have produced a 
satisfactory payment record for practically all kinds of home mortgage loans, 
but according to our own experience and that of most other institutions, low 
downpayment loans do have a relatively higher incidence of delinquency and 
default. The careful loan experience studies of the National Bureau of Economic 
Research for the prewar period show convincing evidence to the same effect. 

What, then, can be our justification for such proposals? If the proposals 
work, they will merely stimulate the demand, consequently increasing pressure of 
prices and thereby defeating the objectives of this bill. If, on the other hand, 
the proposals do not work because lenders will not make credit available on 
such terms, we will have committed a vain and useless act. In sum, therefore, 
we will have been in the unfortunate position of disregarding past mortgage ex- 
perience for the distinction of raising the price of money and the cost. of housing. 

There is, moreover, a second objection to such proposals, and, in my opinion, 
this objection is even more serious than the first. The longer we travel the road 
of progressively lower downpayments and progressively longer periods of amorti- 
zation, the more we conceal from ourselves and—more importantly—from the 
home buyer—the undeniable and unpleasant fact that the cost of buying a house 
today has risen more in the postwar period than almost any other essential com- 
modity. 

Continued annual liberalization of Government housing programs in the eco- 
nomic climate of the postwar years has been a perfect alibi to this industry to 
avoid facing the harder, more difficult problem of fighting the price-cost squeeze. 
We have achieved about all the mileage available to us from traveling this road. 
the results of which are dubious at best and the detriments of which should be 
obvious to all. 

More over, the bill not only provides greater liberalization and consequently 
increased risk, it then proceeds in section 102(d) to reduce the FHA insurance 
premium. This provision is a further weakening of those safeguards which are 
an inescapable part of private mortgage lending, if it is to remain private. 

In light of the evidence presented for the Senate “Study of Mortgage Credit.” 
this pronosal would appear to be unsound. If adopted, it would increase the risk 
of the Federal Treasury having to make good losses not covered by the insurance 
fund. 

TITLE IT 


Tet us now turn our attention to title IT of H.R. 12153 and apply to those nro- 
visions the same basic test which we have applied to title T of the bill. Cer- 
tainly, no one can disagree with the broad objectives in section 201 of title TT. 

Tn the 19°54 hensing bill, this committee and its counternart in the Senste 
gove detailed or? -frmative consideration to the reorganization of the FNMA. 
This reorganizetion conght a series of important objectives. One was to 
clesrly delineate and fiseally separate special assistance programs from the nor- 
mal secondarv market operations assigned to the newly constituted corporation. 
This reorganization provided for the accumulation of private equity capital to 
support a private capital debenture base to finance the secondary market opera- 
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tions of the corporation. Accordingly, over the years private capital has pur- 
chased approximately $63 million of the stock of the FNMA: and this stock, 
plus stock purchases of the U.S. Treasury have provided a base whereby the cor- 
poration could enter the capital markets and obtain the private funds necessary 
to finance its acquisition of mortgages. Although many had particular disagree- 
ments with the resulting reorganization of FNMA, time has proved the agency to 
be an important and constructive innovation in the institutional pattern for the 
provision of housing credit in our country. 

The bulk of the provisions in title II relate to the secondary mortgage provi- 
sions of this corporation, thus: 

Section 202(a) in combination with other provisions of the bill removes the 
authority of FNMA to be selective in its purchases and commitments to pur- 
chase FHA and VA loans in secondary market operations. By doing so, it opens 
up the prospect of FNMA being used as a dumping ground for undesirable 
loans (so long as they are not in default or the property has no defective title). 

Section 202(b) reduces the stock purchase requirement in secondary market 
operations to 1 percent, as against the present range of 1 to 2 percent. This provi- 
sion, if adopted, will make it easier for mortgage loan originators to sell to 
FNMA and correspondingly augment FNMA purchases. 

Other sections pertaining to secondary market operations perpetuate FNMA’s 
authority to make commitments and thereby become the primary source of funds 
for mortgage lending, despite its statutory label as a “secondary market facility.” 
Moreover, the current requirement that FNMA’s prices on commitments be suf- 
ficiently below its prices for immediate purchase to prevent excessive use of the 
association's facilities is to be removed. 

Under section 202(e) of the bill, the debenture-capital ratio of FNMA would 
be raised from 10:1 to 15:1. 

What is the effect of these provisions on the secondary mortgage aspects of 
FNMA? What contribution do these provisions make to increasing the flow 
of private funds into the mortgage market which are not coming into the 
mortgage market now? In fact, these provisions merely increase the use of 
the secondary market function of the FNMA facility. Not one of these provi- 
sions increases the ability of FNMA to raise more money in the private 
markets for the benefit of homeowners. Indeed, some of these provisions have 
the exact opposite effect. For example, the reduction in the capital stock re- 
quirement and the increase in the debenture to capital ratio will both inevitably 
weaken the ability of the corporation to borrow its money from the public 
at the cheapest possible rate. 

A corporation that wishes to borrow more money from the public at the 
best price does not simultaneously reduce the rate at which it accumulates 
equity and expand its borrowings in relation to that equity. Certainly, it does 
not do both these things, if, at the same time, it is expanding the use of its 
services. 

art II of this title deals with the special assistance functions of FNMA. 
The bulk of part II is devoted to making it mandatory for FNMA to purchase 
special-assistance mortgages at par and reduces the maximum fees the associa- 
tion can impose. These provisions push the special-assistance operations further 
down the road to a subsidy program. They will make it increasingly difficult 
for FNMA ever to sell loans to private investors, except at a loss. Thus, the 
present complete reliance of the special-assistance program on Treasury financ- 
ing would be perpetuated in the face of greatly increased future purchases 
resulting from past commitments alone, let alone future commitments. 


TITLE III 


Title III contains provisions creating a Home Mortgage Loan Corporation, 
the stock of which shall be acquired both by regional Federal home loan banks 
and members of such banks who utilize the Corporation. This title of H.R. 12153 
is a legislative statement of proposals previously discussed by representatives 
of the savings and loan industry with this committee. We are pleased and appre- 
ciative of the fact that these proposals have the support of Congressman Rains 
and hence have been embodied in this housing bill. This proposal is aimed di- 
rectly at one of the two major limiting factors to which reference has been 
made in the course of the previous statement—namely, increasing the flow of 
capital into the residential credit market. It calls for no Government funds 
and is purely an effort to pool resources previously accumulated by members of 
the Federal Home Loan Bank System. At present, the Federal Home Loan 
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Bank System has capital and net work in excess of $1 billion. This sum already 
raised within or earned by the System has an enormous leverage potential. 
This new Corporation, utilizing a small portion of this capital, is empowered to 
buy, hold, and sell qualified mortgages and to issue obligations, subject to the 
approval of the U.S. Treasury, secured by both the mortgages and the capital 
and net worth of the corporation. Through this device, additional pools of 
eapital normally reluctant to acquire mortgages directly, would be tapped by 
the issuance of the obligations of this Corporation. The sale of obligations of 
this Corporation would thus permit a long-term investor to enjoy the yield 
benefits of a mortgage without the inhibiting burdens of originating or servicing 
mortgages—burdens which have long constituted a major obstacle to the large 
scale entrance of pension funds in the credit mortgage field. The creation of 
this Corporation should not in any sense be construed as a substitute for the 
existing statutory powers now held by the Federal Home Loan Bank System 
for channeling funds to principal institutions. This proposed facility thus would 
in many ways do for the conventional loan market what FNMA is doing in its 
secondary mortgage market operation for insured or guaranteed loans. 

Moreover, the creation of such a secondary corporation as in the manner pro- 
posed in title III would prevent any possible adverse effect or the ability of 
the regional banks to provide liquidity for the savings and loan system. Such 
a corporation, under the proposal, has express authority to purchase participat- 
ing interest in qualified mortgages as well as to purchase mortgages outright. 
Use of this technique of participation would also do much to minimize the neces- 
sary underwriting burden of the facility, which would, of course, arise in those 
situations where the facility purchased mortgages outright. 


CONCLUSION 


I conclusion, I return again to what I consider to be the two most critical and 
most obstinate problems in the field of homebuilding—namely, the assurance of 
an adequate supply of mortgage funds and successful efforts to stop, or at least 
slow down, the increasing cost of housing to the homeowner. 

In January of 1959, I testified before this committee—a time in which we were 
still suffering the effects of the massive changes which occurred in the volume 
of mortgage credit. At that time I stated that the rapid increase in housing 
starts between February and December of 1958, clearly and effectively demon- 
strated that the large potential demand of American families for more and better 
homes could be met when there is an ample supply of private savings actively 
competing for investment. This recent experience of 1958, like its comparable 
experience in 1954, contains more than mere historical interest. Indeed, in our 
opinion, it clearly defines what is the critical housing problem of the future— 
namely, the maintenance of a high, sustainable level of housing construction in 
both 1959 and the years ahead. Primarily, it depends upon our ability to main- 
tain and augment the supply of private savings available for residential mort- 
gage investment. Such a desired level of residential construction in the future 
does not primarily depend upon measures or procedures to augment the demand 
for mortgage money. 

It is our deep conviction now, as it was in 1954, 1957, and in 1959, that the 
Congress can make its best and most important contribution to housing by 
enacting legislation which removes roadblocks and eliminates impediments to 
the more effective utilization of private capital. This frees public resources 
to be used in those areas of need which private capital and private industry 
cannot reach. 

The National League, in past testimony and in this testimony, does not oppose 
the entrance of the Federal Government into housing on the basis of some 
abstract principle. We believe that the Federal Government should perform 
functions in housing which private industry cannot perform. This leaves the 
resources of the Federal Government available for functions which private in- 
dustry cannot provide. 

We all know housing is one of the most important segments in the American 
economy. We know at the same time that it is an extensively segmented busi- 
ness with wide variety of companies and specialty groups all involved in the 
major task of building houses. No other major industry has so many small 
companies playing so material a part. We have the deplorable situation where 
in a major national economic activity the amount of research devoted to product 
improvement and cost reduction is less than the amount of research done by a 
single electrical company such as General Electric or Westinghouse. This is 
not to say research is not going on. It is, however, a fragmentary research into 
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particular materials. It is not basic research into the house as a unit—not only 
component parts but a house as a unit, methods of assembly and production—it 
is not research in the area of land costs and land utilization. 

The problem is compounded by the fact that housing is an industry regulated 
by literally thousands of small political units, by local building codes and 
planning groups—all with detailed regulation written into books and with all 
the rigidity which such codes incorporate. 

More progress has been made in the postwar years in provision of adequate 
flow of mortgage funds than has been made on the more stubborn labor, material, 
and land costs. The reasons as I have detailed above are obvious. Here is an 
area which is a legitimate area for the Federal Government. It is a legitimate 
area because the Federal Government is the only institution capable of providing 
a broad enough approach to the whole matter of costs in housing that exists. 
We make this statement with full recognition of the valiant efforts of such groups 
as homebuilders and many large suppliers in this area. This industry needs a 
5- or 6-year sustained and consistent program of research involving from $5 
to $10 million per year. It should cover all areas of housing production from 
land assembly, land use to assembly of the component parts of the house, as 
well as the type and quality of materials going into the house. 

In summary, it is our plea that Congress and affected Government agencies 
should concentrate their efforts on bringing more money into the mortgage 
market and on reducing the costs of a house to the average homeowner. 

Mr. Wetiman. Mr. Chairman, the position of the National League 
is one of complete agreement with the objectives of the bill—namely, 
the promotion of home ownership and the achievement of high level 
stability in residential construction. I don’t think there is any seg- 
ment of the homebuilding industry that could draw disagreement 
with those very important objectives. 

Our main problem, however, is to what extent and in what manner 
do the provisions of the proposed legislation actually accomplish 
those objectives? Before this can be determined what we really need 
to know is what have been the major elements that have kept us 
from achieving high level stability in residential construction. 

It has been our position that the two major factors that have 
thwarted efforts to maintain a high level of residential construction 
have been the problem of a flow of adequate mortgage money; and 
second, rising costs in both labor and materials and in land. I think 
that we must, therefore, in considering this legislation, analyze these 
various provisions in terms of the extent to which they make more 
mortgage money available and to what extent do they help us cope 
with this continuous and increasing problem of the cost of residential 
construction to the homeowner. Basically, many of the provisions in 
the legislation relating to further liberalization of downpayment re- 
quirements and the extension of amortization of the terms of FHA 
loans and, indeed, many of the provisions relating to rental housing, 
are not directed to the question of providing more money nor are they 
directed to the question of dealing with the stubborn problem of costs. 
They are rather directed to the point of liberalizing it from the point 
of view of the consumer, in obtaining more credit. 

In other words, these provisions of the bill are aimed at making it 
easier for people to borrow money. They neither make more money 
available, nor do they make the price of the things they are seeking to 
buy lower. I think this is an extremely critical distinction. In the 
last analysis, the problem of housing has not been the problem of effec- 
tive demand. In the postwar period, there has been only very in- 
frequent and very meager evidences of a lack of demand for housing 
credit. 
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The problem here is the problem of credit itself and the price at 
which that credit has been made available. If we liberalize housing 
credit—the terms on which it shall be extended—without dealing with 
the two basic problems, Mr. Chairman, all we are going to do is com- 
pound our problem. Either the legislation will not be used by lenders 
because they can afford to be selective and won’t extend credit on the 
proposed liberalization, or if they do, we will merely have increased 
pressure on the supply of funds that are available. The result of 
this increased pressure will be an increase in the price at which that 
credit is extended or an increase in the price of the housing that is 
made available. 

In addition, you have two additional disadvantages to this increased 
liberalization. Here, I think, we have to face a very unpleasant fact; 
and that is, we have been concealing from ourselves, and I think we 
have been more importantly concealing from homeowners, the fact that 
the cost of buying a house has risen more than almost any other single 
commodity—certainly almost more than any very necessary com- 
modity—and we have in effect been concealing that from ourselves 
and from the homeowner by continued liberalization of amortiza- 
tion periods and downpayments. We frankly feel, Mr. Chairman, that 
the time is coming when we have traveled that road about as far 
as we can go. The time is going to come and we are going to have to 
face up to the fact that making it easier for people to buy the same 
thing but at an increasing cost is not doing a service to the homeowner 
and to the home consumer but is in fact doing him a disservice. 

Other provisions of the bill relate to the reconstitution or reorgan- 
ization of the Federal National Mortgage Association. Here, again, 
we have to draw a sharp distinction “between the secondary market 
operations of FNMA and the so-called direct assistance provisions or 
programs of FNMA. 

The problem of the better functioning of the Federal National 
Mortgage Association in its secondary market operations has to be 
determined in terms of this single test : Do the provisions in fact make 
it possible for the Federal National Mortgage Association to raise 
more money at a better price than they are currently doing in the 
private market? We submit, sir, that many of these proposed changes 
in the Federal National Mortgage Association do not do this. 

For example, we have a requirement in the proposed legislation that 
lowers the capital stock authorization for the proposed facility. We 
have another provision which will expand the ratio of debentures to 
stock. We submit that a corporation that wishes to borrow more 
money from the public at the best price it can buy it, does not at the 
same time simultaneously reduce the rate at which it accumulates 
equipment capital and expands its borrowings simultaneously in rela- 
tion to that. Certainly we don’t do both of these things if at the same 
time we are seeking to expand the use of the service ‘of the facilities. 
Those provisions do not help FNMA raise more money at a better 
price. They merely have the effect of making it easier for more people 
to use the facility; but their capacity to use the facility in the last 
analysis depends upon the ability of the facility to raise money in the 
private capital markets; and that is the test that has to be applied 
to the FNMA secondary market operations. 

Are these provisions going to make it easier or are they going to 
make it more difficult for FNMA to borrow more money at a better 
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price?) We submit, sir, that most of these provisions do not deal with 
that problem. And where they do deal with the problem, they 
actually inhibit and impair the ability of FNMA to raise more money 
at better prices. Naturally, on behalf of the savings and loan busi- 
ness, we are delighted to see title III of the bill. This, as you well 
know, sir, creates a Home Mortgage Loan Corporation, the purpose of 
which is to create a secondary market facility to deal with conventional 
mortgages. 

Mr. Rarns. May I interrupt you there ? 

Now, just how is that different from what you have been talking 
about ? How is that going to create any more money ¢ 

Mr. Wetiman. One of the major problems that we have in creating 
more money is the fact that there are pools of capital in this country 
which have been at best indifferent to mortgage investments, and that 
indifference has been primarily because of the nature of their opera- 
tions and the unique characteristics of the mortgage industry itself. 
The biggest single problem we have had in terms of reaching these 
other pools of capital has been to develop a mechanism which would 
appeal from an investment point of view to these pools of capital. 
Frankly, we feel the major method of doing this is in terms of 
creating a security instrument which has the security of mortgages 
but does not have the debt requirements of the mortgage itself. 

Naturally the ability of any such security instrument to be 
appealing to these pools of capital depends upon the equity position 
of the corporation issuing the security instruments, the quality of the 
mortgages that it has, and its use of the capital markets. If the cor- 
poration goes into the capital markets only when money gets real 
tight and doesn’t go in when money is relatively easy obviously the 
corporation’s securities will not command the same attention than it 
would if it is always in the market. 

Mr. Ratns. That is a good statement. I agree with that, but I 
wanted it in the record. Now, one question, if you don’t mind my in- 
terrupting as you go along. 

Mr. Wetiman. No, sir. 

Mr. Rarns. When and under what circumstances does this new sec- 
ondary market proposal that we have expect to get money from the 
Federal Home Loan Bank Board ? 

Mr. Wetiman. Well, it would not get money from the Bank Board, 
sir, it would get money from the regional Federal home loan banks, 
the member banks. 

Mr. Rarns. Yes, the member banks. Under what circumstances 
would that happen? 

Mr. Wetiman. Well, as I understand the bill. it would be able to 
call, subject to the authority of the Federal Home Loan Bank Board, 
on the regional banks for the purchase of securities of this corpora- 
tion up to but not exceeding $100 million. The bill also has a provision 
in it which requires that individual institutional users of the facility 
would be required to purchase an additional 2 percent of the amount 
of mortgages they would sell to the corporation. 

Mr. Rarns. Explain to us the details of how you expect this par- 
ticular facility to appeal to pools of credit, mortgage credit available 
for instance in pension funds, how would that operate ? 

Mr. Wetiman. Let us assume that the corporation has started now, 
and say that it has obtained $50 million of capital from the regional 
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home loan banks as a result of the exercise of this call provision which 
is in the bill. It now has $50 million of capital, there is obviously 
from its contacts with member institutions a need for the purchase 
of certain conventional mortgages. It would reach a conclusion as 
to how much it might deal with in this particular point in time. It 
would go then to the capital markets and issue a debenture tailoring 
the terms of the debenture with the terms and conditions prevailing 
in the capital markets. It might, for example, issue a 5-year deben- 
ture or a /-year debenture. Perhaps the terms of the debenture would 
require a 5 percent interest rate. 

It would issue that debenture for the dollar amount it felt would be 
the amount required to sell these mortgages. The pension funds and 
perhaps life insurance companies, would be interested in buying the 
debenture if they felt that the terms of the debenture were an appealing 
investment to them. 

Mr. Ratns. Would that debenture be put out just like a FNMA 
debenture is today or would the funds make known their desires. 
How would the mechanics of it operate? 

Mr. Wetiman. Well, I think that would depend, Mr. Chairman, on 
the size. If you had a large debenture issue obviously it would have 
to be handled through a Fiscal Agent such as are the debenture 
issues of the Federal National Mortgage Association. If you were 
to deal in small packages of these instruments, it might well be done 
on a private placement basis and I would certainly hope that whoever 
were handling the issuance of these debentures in the capital markets 
would seek to establish relationships with these pools of capital, these 
pension funds and try to develop a tailored type of debenture issued 
on a regular basis so that with the rate, of course, fluctuating as the 
demand for such debentures fluctuated and as the conditions prevail- 
ing in the capital markets were—— 

Mr. Ratns. How would an individual savings and loan association 
participate ? 

Mr. Wetiman. Well, of course, an individual savings and loan 
association could buy these debentures. The bill increases their 
investment power. You might have, for example, a savings and loan 
association in, say, a capital surplus area where they didn’t have as 
much of a demand for mortgage credit as maybe some other sections. 
They might themselves actually buy the debenture, and the proceeds 
of the debenture would in turn be used by the facility to buy mort- 
gages from an association located in a capital deficient area. 

Mr. Rarns. Under this setup who will do the servicing of the 
mortgage ? 

Mr. Wertman. I presume the member institutions would, because 
here you see, sir, you have one of the basic elements in this whole 
problem. This is also one of the reasons I am a little concerned about 
this new proposal with respect to creating mortgage companies and 
having them sell debentures. You are dealing now with an existing 
financial institution which has got a whole history and tradition of 
regulation. It has a whole system of examination and audit. 

You have people coming in and checking at least once a year the 

uality of the assets. You have all kinds of built-in safeguards so 
that you have to a great extent obviated the possibility of this thing 
being used as a place to dump mortgages that you didn’t want. 
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Mr. Rarns. I am asking a lot of these questions for the benefit of 
the record. I think I understand them, but you are a very qualified 
witness and I want your opinion. 

What is the obligation of the Federal Government under this sec- 
ondary market setup and what would be the expense attached to the 
Government 4 

Mr. Wet_man. There is no obligation with respect to the Federal 
Government at all in any form whatsoever. 

Mr. Rarns. And would this in any way necessitate Treasury bor- 
rowings at any time ¢ 

Mr. Wettman. No; none whatsoever. 

Mr. Rarns. It is strictly private enterprise secondary market. 

Mr. Wetiman. It is built, sir, on one of the oldest concepts in the 
world which is the concept of pooling the resources of individuals and 
as a result the whole is greater than the sum of the individual parts. 

Mr. Rarns. Do you think that the proposal is far enough along that 
we could put it in this bill and that the organizational setup in the 
Home Loan Bank Board is such that they can proceed ? 

Mr. Wetiman. In order for them to get organized there is going 
to have to be legislation. It will take time after they have the 
authority to get the thing going. Naturally as any prudent person 
would do, they will feel their way along as they start out but with any- 
thing of this nature there has to be a beginning. 

Mr. Rains. Now, I want to tell you that I think it is a very promis- 
ing proposal and it has great possibility. I am hopeful that it can 
be written into law. I have studied it enough to think that it is a 
safe and solid proposal and I see no real serious objection to it and 
that is why I was asking some of these rather primary questions to 
put into the record. Now, Mr. Wellman, what is your appraisal of the 
proposal of the so-called central mortgage bank that was introduced 
and is here before the committee ? 

Mr. Wetiman. Well, I feel, Mr. Chairman, is that what you will 
create is another financial system if the central mortgage bank is 
authorized. That is what the real essence of these other proposals 
are, and I have reservations about that, as to the desirability of creat- 
ing a fourth or fifth financial system, the problems that are always 
inherent in organization and supervision and administration of such a 
financial system. 

For example, one of the things that struck me when anyone wants 
to organize a National or a State bank or a savings and loan whether 
it be a Federal or State chartered association, is they have to go to a 
supervisory authority and get permission to do so and one of the 
criteria for such permission, of course, is whether or not the public 
interest is going to be served by the establishment of such a financial 
institution. Will it cause undue injury to existing financial institu- 
tions‘ I don’t see anything, for example, in this bill that deals with 
the problem of what standards are going to be imposed and what in- 
hibitions are going to be laid down for creating these things. The way 
it looks to me you can have them all over the lot. Now, I question 
whether or not from the point of view of the public interest it would 
be in the public’s interest to just create these corporations willy-nilly, 
particularly if you are going to give them some of the benefits that 
are spelled out in the legislation. 
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Mr. Rains. Will any tax benefits accrue to savings and loan as- 
sociations or to the individual members who might participate in this 
secondary market operation under the proposal which the savings and 
loans have made or not 4 

Mr. Wetiman. Well, the only tax benefit is the fact that the cor- 
poration would not be paying Federal taxes. 

Mr. Rains. Of course, under this proposal of the central mortgage 
bank, it envisions the setting up of investment companies which could 
be similar to a savings and loan association or whatever you want to 
call it. Have you had a chance to investigate the possibility of tax 
advantages they would enjoy ¢ 

Mr. Wetitman. Well, I don’t know enough about what the possible 
tax advantages would be. My emphasis has been first of all on the 
fact that you are creating another financial system and in addition | 
think this is a point that we don’t know enough about yet, and that is 
this, Mr. Chairman: We have found that in Europe where the mort- 
gage bank traditionally operates by the sale of debentures as opposed 
to going out among the general public and getting savings accounts 
such as mutual savings banks, commercial banks, and savings and 
loans do, that generally speaking those debentures demand a higher 
yield than is paid to the ordinary saver. 

Therefore, I have questions in my mind and this is still in the ex- 
ploratory stage, as to the extent to which a financial institution whose 
sole source of savings capital is obtained through the issuance of 
debentures, would be able actually to lower the price of mortgage 
money as opposed to raising it. Now, this is something we just do 
not know. 

Mr. Ratns. I asked Mr. Bubb that question the other day. I am 
quite sure that the money which would come to these institutions under 
the debenture plan would cost more than it costs to have it from 
the saver, therefore, the margin of profit would either have to be less 
or the interest rate would have to be higher, isn’t that true? 

Mr. Wetiman. That is correct, but when you mix it in with the 
general rate that you are paying savers it has the effect of. to some 
extent, diluting it. 

Mr. Rarns. In the proposal for the central mortgage bank, there is 
no provision to have any other source of income to lend other than 
debentures, is there ? 

Mr. Wetiman. No, sir. We just don’t know enough yet as to what 
the impacts and effects of this would be and the points that I am rais- 
ing, Mr. Chairman, are just some questions in my mind as to the desir- 
ability of creating another financial system and the economic effects 
in terms of the price of money would be from creating such an addi- 
tional financial system. 

Mr. Rarns. As good as the operation of FNMA under Mr. Baugh- 
man is, and I think he is doing an excellent job, do you think that they 
now have the experience to operate as the Home Loan Bank Board now 
operates in this new field of local investment companies? 

Mr. Wetman. I don’t think so. You would not only have to recon- 
stitute FNMA but you would have to have a Comptroller of the Cur- 
rency or Federal home loan bank from the standpoint of regulation, 
audits, issuing of charters, and soon. You would not only be putting 
FNMA in the business of selling to the public but you would be putting 
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them in as a banking supervisor. Someone has to supervise these 
corporations. You can’t let them. run around without examination of 
their operations. 

Mr. Ratns. I have one other question. It has to do with the down- 
payment. provisions which you discussed. We have had the GI loan 
record and you will have to say that is an excellent record. There is no 
assurance now that the GI loan program is going to be continued 
at all, since the Administration opposes extending it for World War IT 
veterans. These loans are only up to $13,500, which is in the lower 
bracket. There was in the back of my mind at the time we put it in 
that if the GI loan program went out of the window, also the no down- 
payment feature that had been of great benefit to GI’s over the years, 
would also go out the window. 

Since it is limited to the extreme lower bracket of FHA loans, do 
you still think it would be detrimental ? 

Mr. Wetitman. Well, my point, sir, was that I don’t think lower- 
ing downpayments still further is going to help the stated objectives 
of the bill. I don’t think it is going to provide a high level, a sus- 
tainable high level of residential construction. I don’t believe, sir, 
that a sustainable high level of residential construction in this country 
depends upon no downpayment loans and certainly not when no down- 
payment loans are coupled and combined with 35- and 40-year terms 
of amortization. 

I say if the residential housing business depends upon that, it is 
in kind of a weak shape. 

Mr. Rains. Let’s forget the higher price levels and think what 
happens to the fellow buying a home priced below $15,500. He doesn’t 
have a high income, of course, or else he could afford a more expensive 
home. In his price bracket is a downpayment any deterrent to home- 
ownership—in the income bracket that can only afford a $13,500 house ? 

Mr. Wertman. It is a deterrent, yes, sir, obviously. If you sell 
something for no downpayment, you will sell to more people than 
if you have a downpayment. In that sense it is a deterrent. Cer- 
tainly Iam not opposed to low downpayment loans and I don’t want 
to be put in that position but I think there is a point at which you 
just don’t go any further. 

I don’t think it is necessary either for the individuals or for resi- 
dential construction to say you don’t need any downpayment. 

Now, in many cases one of the questions in my mind is to what 
extent are we forcing a lot of people, particularly younger people 
who haven't gotten established yet, they are just getting new jobs, 
just getting married, and just getting started, to what extent are 
we forcing them into homeownership when perhaps they ought to 
rent. a place for a year or two. This is a contradictory thing for a 
savings and loan man to say when the purposes of his organization is 
the promotion of homeownership; but isn’t it a legitimate matter for 
the young couple just getting started, perhaps no children yet, to go 
into an apartment for a short while and then accumulate a little bit for 
a downpayment. I am not talking about going back to the down- 
payment requirements of the twenties, but T just think that it should 
not. be necessary for us to make home credit available on practically no 
downpayment, even in the $13,500 price category. 

Mr. Rats. Charlie, the problem with it is that if we don’t do 
anything for the little fellow, the next thing is direct loans. If we 
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don’t do anything about middle-income housing, the situation will be 
serious because that is the bracket in which there are more people than 
any other bracket. 

Mr. Wetiman. If you lower the downpayment and simultaneously 
extend the term you are almost geometrically increasing your risk. 
Every time you extend a loan an : additional 5 years, it is the same as a 
5-percent increase in the loan-to-value ratio in terms of the equity 
built up in the first 3 or 4 years of the loan. 

In other words, if we were to make, say, a 75-percent, 20-year loan 
at the end of the 3 years the loan would be paid down the same as a 
70-percent, 25-year. A 5-year slowing down is the same as a 5-percent 
increase in loan-to-value ratio. It is when you combine low equity 
and further and further extension of amortization that you get the real 
impact of risk so far as whoever is guaranteeing the payment. 

Mr. Ratns. Just one other question on that, and then I will let you 
finish summarizing your statement : I agree that the longer you extend 
a loan, the higher the total interest, but you and I know, “of course, that 
these loans are not going to last the length of time for which the mort- 
gage is written. The average is about 12 years; there is a constant 
turnover and it is toward that end that we really ‘have to look instead 
of looking at the original term of the mortgage, isn’t it? 

Mr. Wertman. Now, you are speaking of it from the point of view 
of the home buyer, I am looking at it from the point of view of the 
lender. While the buyer may not be living in this house we still have 
the mortgage on the house and we have to look to somebody to get 
the payment back and the question is this: When you give practically 
no downpayment to begin with, and you make a 35-year loan, during 
the first 4 yes wrs—regardless of who lives in the house—there is still no 
equity being built up unless you are betting on inflation so far as appre- 
ciation in value of that particular house is concerned. 

Mr. Ratn. The record shows that within 12 years somebody is go- 
ing to pay that loan off. 

Mr. Wetiman. I don’t think that is too prevalent on the GI and 
FHA loans and it is not prevalent on the 30-year loans. 

When you talk about a turnover of mortgage loans, you are taking 
advantage of the shorter term loans, you are taking : advantage of the 
older loans when you arrive at an average which after all is only 
an average. 

Mr. Rats. That is correct, it is only an average. 

Mr. Wertman. You have to analyze what the turnover is going to 
be on 30-year loans, not what the turnover is going to be on 30- and 
10-year loans, when you add them together you get that effect, of 
course. 

Mr. Rarns. You may proceed with your summation and then we 
will let the other members ask some questions. 

Mr. Wetiman. Mr. Chairman, I think one of the most critical prob- 
lems we have to face and one of the things we have done very little 
about is this problem of land cost and material and labor costs in 
housing. We have here an industry that is probably one of the most 
important single industries in this country so far as its impact on 
the economy is concerned, the number of persons that are employed 
to say nothing of the social benefits that flow out of homeowner ship 
and decent housing. We are frankly doing nothing in this area be- 
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cause of the material nature of the business. Big suppliers such as the 
big plumbing firms and so forth are doing some research. The home- 
builders certainly have been doing a good deal of work but within 
a very limited area and for obvious reasons. 

We are not having any real frontal attack whatsoever on the whole 

roblem of housing costs not only in terms of the components that go 
into the house but in terms of methods of assembly and certainly this 
whole problem of land and possible land utilization. We have got an 
industry that is a fragmented industry. The actual assemblers as a 
group are a large number of small builders and they don’t have the re- 
sources, they don’t have the means to get into this kind of research. 
We have an industry that is regulated in terms of thousands of politi- 
cal units like planning commissions, building codes, building inspec- 
tors, and so forth, and this whole industry in my opinion isn’t spending 
as much money on research as General Electric is every year. 

I frankly have come to the feeling that the only area, the only 
institution capable of dealing with this problem is the Government it- 
self, the Federal Government, because it is the only place where you 
can get an overall view of all of these elements that go into creating 
the problem, because it isn’t just a problem of the kind of plumbing 
fixtures you have, it is a question of the assembly, it is a question of 
land. 

For example, we are doing very little, if anything, in the area of 
getting higher density use of land on single-family residences. Code 
requirements, regional planning commissions requiring so many 
square feet per unit have been a big handicap in this. Now, I don’t 
say that it necessarily is the answer, but it certainly is a fruitful area 
for analysis and investigation. 

We are just not doing in this business here the things that we should 
do which is to bring the cost of housing down. If we can build more 
houses cheaper then we are going to be able to deal with this family 
that can only afford to buy a $13,500 house. What has concerned me 
most, Mr. Chairman, over all of these liberalization plans is that they 
just gloss over this problem. They make it easier for the fellow to buy 
a $13,500 house, but the trouble is the liberalization is just keeping 
pace with the increase in prices. He is not getting any better product, 
all he is getting is primarily something that is easier for him to buy 
because the price level has gone up. So you are in effect canceling 
the effect of the price increase out by extending his loan for 3 or 4 or 5 
more years, and this is the area where I think we need to direct our at- 
tention. This plus efforts such as yours in figuring out institutional 
arrangements where we can bring more money into the mortgage 
market. If we can approach this problem from institutional arrange- 
ments to get more money into mortgage credit, if we can hammer away 
at the price that the consumer pays for housing, then in my opinion, 
sir, we will have really done something in terms of homeownership and 
the quality of our housing inventory. I think we have got to get away 
from this theory of every time we come up with a housing bill figuring 
out, well, we ought to lower the downpayments or extend the term a 
little. We are dealing with the fringes of the problem, sir. 

Mr. Rarns. You would say the two things we need most, then, are, 
more housing credit, and also lower costs, particularly the cost of land. 

Any questions ? 











504 GENERAL HOUSING LEGISLATION 


Mrs. Suntiivan. Along that line, Mr. Chairman, and referring to 
that part of your statement, Mr. Wellman, is there no known way of 
keeping the cost of land from soaring to these phenomenal heights? 
This may be a silly question and yet I want to cite an instance that 
came to my attention just lately. There was a piece of land that was 
just sold for some $250,000 that had been acquired 2 years before that 
for $17,000. Of course, that is probably supposed to be good business, 
but there is one thing where someone is going to have to pay for it, 
for one man’s profit. Is there no known situation or law or something 
that can prevent such an increase / 

Mr. Wetiman. I don’t know. We are getting close to the ques- 
tion of to what extent does the community have a stake in the specu- 
lation on land and its effect on prices. I think one of the biggest 
problems we have, as I say, is this problem of land use. In many 
areas we are extremely wasteful of our land and by wasteful I am 
referring to the fact that when you create a piece of land and make 
it available for somebody to build a structure on, a lot of money has 
to go out and a lot of community money has to go out. You have to 
put in all of the offsite improvements, you have to build schools, you 
have a lot of community expenditures. Now, it gets back in many 
‘ases In my opinion to the extent to which you should actually be as 
wasteful of land as we are. Is the choice only a choice of having a 
7,500-square-foot lot or living in an.apartment? This is getting down 
really to what we are confronted with. This is just one area and we 
haven’t done anything in this area to speak of. 

There hasn’t been any real effort directed in this area. 

Mrs. Sutitivan. To your knowledge there is no way to stop such 
speculation ? 

Mr. Wetiman. Not at the present time. After all the question of 
speculation is a question of supply and demand—so the only way you 
are going to deal with this matter, in my opinion, is to increase the 
supply. One of the ways you increase the supply is to deal with the 
problem of how much usage is required for a single-family residence. 

Mr. Ratns. Widen land use, in other words. 

Mr. Wet~Man. Yes, sir. 

Mrs. Sutytivan. No other questions. 

Mr. Wipnatt. As usual, Mr. Wellman, vou have made an enlight- 
ening statement. It is a pleasure to have you come before this com- 
mittee. You attack problems frontally and objectively, and you have 
given us some ideas that I think the committee could well mull over 
and develop. I particularly like your remarks about research because 
there is a great deal that can be done through research to be helpful, 
and get more homes for more people. Isn’t it true when it comes to 
land speculation if the municipality taxed the land on the basis of the 
transfers as it went from seventeen to fifty to one hundred thousand 
dollars. there wouldn’t be the great speculation without use ? 

Mr. Wetiman. Yes, this whole problem of land is the problem of 
taxation of land. This gets into areas such as the taxation on slum 
areas. We actually are not taxing slum area land valuations the way 
we should, and the question of appreciation, speculative appreciation 
in land, is another fruitful area where taxation is a proper device. 

Mr. Wipnatt. So in urban renewal problems when we clear some 
of the slum areas we are giving a very handsome profit to the fellow 
who has made the slum possible ; isn’t that so? 
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Mr. Wetman. That is correct, and one of the real rocks on which 
urban renewal constantly flounders is the problem. of the high cost of 
acquisition of socially undesirable land. 

Mr. Wipnati. And the municipality in many instances has not. ob- 
tained the taxes out of it in accordance with the income that has gone 
with that slum ¢ 

Mr. Wetman. Not only have they not gotten the taxes, but they 
have to spend more money in the form of public services in those 
areas such as health and police protection than they ever got out 
of the land, so they not only didn’t get enough income, they spent 
more money. 

Mr. Wipnatt. So that if a municipality taxed some of these slum 
areas on the basis of the income that was being derived from those 
places—I am thinking now of places where three and four families live 
in one apartment, and actually pay for those quarters far more than for 
a luxury apartment, and then the building gets taxed on a ridiculously 
low basis, we are making possible statements later on in the record 
when urban renewal acquisition takes place that the building had so 
much income and acquisition cost must be high. The municipality 
itself could assume the responsibility to bring that land cost down, 
and to help eliminate the slums by taxing the property properly. 

Mr. Wetiman. That is correct, but here again is the problem of 
yroviding leadership in this particular area, They pay taxes on the 
isle of the depreciated use of the improvements, but when they go 
into court to get the price for the land, when they come up for urban 
renewal condemnation, they want the price based on the income-pro- 
ducing potential of the land. This is having it both ways, sir. 

Mr. Wipnatt. I would be very interested in this. Have you ever 
in your association broken down the mortgagors into categories as to 
where they worked, the nature of their work, and whether they were 
members of labor unions? Would you have a percentage of labor 
union members who have savings and loan mortgages as compared 
with the total number ? 

We are always hearing about the labor organization man can’t af- 
ford to get a home. Now there certainly must be thousands and 
thousands of union members, who have savings and loan mortgages; 
isn’t that so ¢ 

Mr. Wetiman. Certainly, sir. The average size of the mortgage 
loans made by insured savings and loan associations amounted to 
$6,764 in 1958. The bulk of those loans are made in the price level to 
which the chairman referred of about $13,500 or $14,000 houses. 

Mr. Wipnau. I am interested in statement that the average labor 
organization man can’t afford to buy a house today, and I think it 
would be very worthwhile testimony if we could have in the record 
some documentation of the number who are buying, using the existing 
means of financing through the FHA, through the VA, and also 
through your savings and loan associations. 

I think it would be helpful, too, in getting a better picture of the 
economy and the ability of people to purchase housing. 

Mr. Wetirman. Well, 61 or 62 percent of the American families 
today own their own homes. They may have a mortgage on it, but 
I certainly wouldn’t take the position that only 40 or 38 percent of the 
American families are in labor unions. I think the very fact that 
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you have that high a percentage of homeownership indicates that it 
cuts across the entire economic scale of our society. 

Mr. Wipnatu. What is the present condition of the mortgage market 
out in your area? Does there seem to be any loosening of money, 
or is it still tight ? 

Mr. Wetiman. Yes, sir; I would say that money is definitely 
loosening. 

Mr. Wipnaty. What indications do you have of that ? 

Mr. Weititman. Well, competition in terms of interest. rates, com- 
petition as expressed in more liberalized terms, competition in terms 
of discounts on GI and FHA loans. 

Mr. Wipnatu. Have the discounts changed materially recently ? 

Mr. Wetiman. It depends how you look at it whether you say they 
have gone down or up. I would say the discounts today are one or 
two points higher or lower than they were say, around October of 
last year when the U.S. Treasury put out the 5-percent 4-year, 10- 
month bonds. 

Mr. Wipnaty. Do you have any opinion as to what it would mean 
to the general mortgage market and interest rates and discounts if the 
ceiling on long-term Government bond financing was taken away 
completely and made flexible ? 

Mr. Weitiman. I don’t know what its direct effect on the mort- 
gage market would be. I am an anticeiling man. I am an anti- 
ceiling man on VA and FHA rates and I am an anticeiling man on 
Government bond rates. I just don’t think that it makes a lot of 
sense to sit and arbitrarily fix a ceiling on anything because the ceil- 
ing may be fine at one point in time and it may not. be any good at 
another point in time. It dees create a lot of very bad problems from 
the point of view of being able to get the situation changed. 

The key to our economy has to be flexibilitv. That. is one of the 
reasons I am so interested in research on housing costs and on land. 
I want to get a flexible price structure in housing and I want a flex- 
ible nrice structure for money. 

Now I recognize that there are limits beyond which you can’t go, 
from a social position, and I am not averse to that, but I think we have 
gotten too nrone to the idea that the answer to everything: | is to pass 
along something and put a ceiling on it; and that is supposed to take 
care of everything, but it actually doesn’t. 

Tt really creates more problems than it solves. 

Mr. Wipnatt. That isall. Thank you verv much. 

Mr. Rarws. Thank you very much. Mr. Wellman and Mr. Bryce. 
We are elad to have you gentlemen. These were very fine statements. 

Mr. Weriman. Thank you, sir. 

Mr. Rarys. We will now hear from one of our colleagues. Mrs. 
Granahan. Come around, it is a pleasure to have you here. 


STAT?MFNT OF HON. KATHRYN E. GRANAHAN, A RFPRFSENTA- 
TIVE IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mrs. GrRaANAHAN. Chairman Rains and members of the subcom- 
mittee, you have heard a great deal of testimony on the need for 
further improvements in our housing legislation, especially as this 
legislation affects our urban areas, and I do not want to burden the 
subcommittee with additional comments on ground you have already 
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covered so thoroughly. I think it will suffice if I merely say that on 
most provisions of the proposed housing program, I am willing to 
follow the enlightened lead of the chairman and the others on this 
subcommittee who have done so much pioneering work in helping to 
solve our desperate housing needs. 

The bills now before you to improve the housing programs of the 
Federal Government contain many fine features that I heartily en- 
dorse, and which I know the mayor of my city of Philadelphia and 
top housing and redevelopment officials of Philadelphia also endorse. 
Even though these proposals might not all have the support of the 
President and his advisers, because of alleged “cost” and so on, never- 
theless, I hope we can enact a good housing bill. And this year I 
hope we do not once again have to contend with veto after veto. 

The FHA program needs strengthening to assure more people an 
opportunity to become homeowners. The artificial tight money situa- 
tion of the past few years—I would say for most of the past 7 years— 
has made the FHA and GI mortgage insurance programs less effective 
than they should be or could be with proper Federal encouragement 
and administrative initiative. The GI housing program is now set 
to expire for World War ITI veterans with thousands of them still 
unable to find the financing they need to buy homes. Certainly, this 
program should be continued, and some method found to pull down 
these excessively high discount rates and to bring down interest rates 
generally so that FHA and GI mortgages are once again attractive to 
investors. 

I want to speak primarily, however, on the question of urban re- 
newal. This 11-year-old program, initiated so boldly under Presi- 
dent Truman, is now showing remarkable achievement in major cities 
throughout the country. Philadelphia, with the help of this pro- 
gram, has been transformed, and is being transformed, into one of the 
most beautiful downtown areas in the country. This program must 
continue, not only for Philadelphia but for all of our great cities, and 
the smaller cities, too. 

However, one phase of the program has worked an extreme hard- 
ship on many people. I refer to what happens to residents and busi- 
nesses located in an area which is wiped out and leveled to make way 
for a great redevelopment program. One of the best illustrations of 
this problem is in my district in Philadelphia, involving the area of 
the Eastwick project, which is, I think, the biggest of its kind in the 
country. 

Relocation allowances for the displaced families and businesses 
have never been adequate. Last year, under legislation which many 
of us introduced, the maximum relocation payment or moving ex- 
pense payment for families living in the path of a new project was 
raised from $100 per family to $200. The maximum relocation pay- 
ment for a business also was raised, from $2,500 to $38,000. I tried 
to raise that further, with an amendment I introduced from the floor 
when the housing bill was before us last May 21, from $3,000 to 
$5,000, but as you know I was voted down. 

While opposing my amendment last year to further liberalize the 
relocation payments for businesses forced to move to make way for a 
redevelopment project, the chairman of this subcommittee was never- 
theless kind enough to assure me and others interested in this problem 
that further study would be devoted to the needs of the situation. 
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I am therefore delighted to see that in the relocation bill Chairman 
Rains has introduced this month as a basis for these hearings, H.R. 
12152, that the maximum relocation payment for families would be 
raised further to $300 and that the ceiling of $3,000 on relocation pay- 
ments for businesses would be waived for concerns with heavy equip- 
ment, so that actual moving expenses could be paid. This is a very 
useful and helpful step forward. 

I also approve the idea proposed in the bill of authorizing special 
loans on liberal terms by the Small Business Administration to hel 
such displaced businesses to reestablish themselves. Another provi- 
sion of the proposed Relocation Act calls for a reasonable opportunity 
to the maximum extent possible for businesses forced out by redevelop- 
ment to return to the old locality after redevelopment. Another pro- 
vision provides for the employment of a full-time relocation specialist 
in the local agency to assist displaced families and businesses. All of 
this would help in a situation such as exists at Eastwick. 

As I said in the House when the housing bill was being debated 
last May, the limitations on relocation costs cause a real hardship to 
some individuals and businesses. And I stressed that my proposal 
for a $5,000 ceiling was intended to apply only to those firms which 
actually incurred that much expense. The Rains bill solves that 
problem, I believe, by waiving the ceiling entirely to cover actual cost. 

With all of the improvements proposed in the program by the Rains 
bill, however, one important point is left out. It is a feature which 
I included in my bill of last year, H.R. 7132, and which I also at- 
tempted to accomplish by an amendment from the floor last May. It 
is to repeal the provision of the redevelopment law which prohibits 
the payment of anything for goodwill to a firm forced to move. I 
urge that this now be done. 

I feel the prohibition against any payment for goodwill is dis- 
criminatory. Small businesses which have been located for many 
years in a particular locality have built up over the years a great 
asset in goodwill which is completely destroyed—wiped out—by a 

vast project such as Eastwick. This problem is not confined just to 
Philadelphia. It shows up in every city where built-up areas are 
leveled, and operators of small shops, craftsmen of all kinds, who 
have invested a lifetime in building their businesses, are ordered out 
to make way for community progress. 

Most of them must start out anew in new areas—start out from 
scratch. Even with generous Small Business Administration long- 
term loans, they would have a terribly hard time in getting a new 
start in what may be unfamiliar territory, among strangers rather than 
old customers. 

As I told the House last year in urging adoption of my amend- 
ment on goodwill, it is only simple justice, only simple decency, to 
permit some payment for goodwill. Even with the proposed lan- 
guage suggesting that every effort be made to return these businesses 
to the old locality after redevelopment, we all know that the character 
of a residential area may change through redevelopment and some 
small businesses could not compete against the huge companies which 
bid for space in these new projects. 

In conclusion, Mr. Chairman, I want to thank you for the serious 
thought and consideration you have devoted to this problem over the 
years and the encouragement you gave me to keep up the fight on this 
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matter, even after opposing my amendments last year. I am happy 
that you have now come around to the idea I put forward last year 
of covering actual moving expenses for firms with heavy equipment. 
IT hope you will go one step further with me and agree now to the idea, 
of at least some token payment for goodwill for businesses forced 
out of long-held locations by redevelopment projects and other 
improvements. 

On behalf of the many people in my district who are adversely 
affected by redevelopment—and I certainly want to point out that 
Eastwick is a solid, stable community, not a decaying slum area—I 
want to express my thanks for your courtesy in hearing my statement. 
I hope it will lead to further improvement in our relocation policies. 
It is, as I said, only simple justice that I am asking for in behalf of 
these Philadelphians. 

Thank you. 

Mr. Rains. Thank you for a very fine statement, Mrs. Granahan. 

The next witness is from the American Hospital Association, Dr. 
Karl S. Klicka, executive director, Hospital Planning Council for 
Metropolitan Chicago. 

You may proceed as you see fit, Doctor. 


STATEMENT OF DR. KARL S. KLICKA, DIRECTOR, HOSPITAL PLAN- 
NING COUNCIL FOR METROPOLITAN CHICAGO, ON BEHALF OF 
THE AMERICAN HOSPITAL ASSOCIATION; ACCOMPANIED BY 
JOHN T. KELLY, LEGISLATIVE ATTORNEY OF THE ASSOCIATION 


Dr. Kuicka, Mr. Chairman, I am Dr. Karl S, Klicka, executive 
director, Hospital Planning Council for Metropolitan Chicago, and 
also a member of the Committee on Hospital Planning of the Ameri- 
can Hospital Association. It is on behalf of the association that 
I appear before you. Accompanying me is Mr. John T, Kelly, legis- 
lative attorney of the association. 

Mr. Rains. We are glad to have you too, Mr. Kelly. 

Dr. Kuicka. I wish to express our appreciation for the opportunity 
to appear before the subcommittee to present our views on the urban 
renewal, college housing, and housing for the elderly programs. But 
before doing so I should like to briefly deseribe the American Hos- 
pital Association. 

This association is a voluntary, nonprofit membership organization 
with about 7,000 members, including the great majority of all types 
of hospitals. Among these are over 90 percent of the Nation’s general 
hospital beds. Last year the Nation’s hospitals admitted about 23.7 
million patients. 

Our primary interest—and the reason for the organization of this 
association—is to promote the public welfare through the develop- 
ment of better hospital care for all the people. 

Last year Congress enacted legislation having to do with urban 
renewal areas involving colleges or universities. This legislation 
added a new section 112 to the Housing Act of 1949. 

The purpose of my appearance before this subcommittee is to urge 
that section 112 be extended to include public and nonprofit hospitals. 
It is with deep appreciation that this association notes that title III 
of H.R. 12152 introduced by Congressman Rains of Alabama truly 
recognizes the expansion and developmental land needs of our urban 
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hospitals and provides for such amendment of section 112. Therefore, 
we urgently request favorable consideration and inclusion of this title 
in whatever housing legislation is passed at this session. 

As we Wades net it, present section 112 operates in the following 
manner : 

Federal assistance to an urban renewal project is authorized with- 
out regard to the predominantly residential requirement where a 
college or university is located in or near such a project and the local 
governing body decides that the project will assist such institutions 
and further that the project will promote the public welfare and the 
proper development of the community. 

In addition, expenditures made by such educational institutions in 
purchasing and clearing property within, adjacent to, or in the im- 
mediate vicinity of the project can be counted as local grant-in-aid. 
Credit is also permitted for expenditures made by such institutions 
not more than 5 years prior to the loan and grant contract. 

The effect of this new law, as we see it, is to enable colleges and 
universities in urban areas to purchase and assemble land under the 
following advantageous conditions: 

1. Since expenditures made by colleges and universities in acquir- 
ing land and buildings is credited to the local government share of 
the cost of an urban renewal project, the local community and the 
educational institutions are encouraged to have an awareness of each 
other’s problems on the most practical level. From this increased 
awareness a better understanding of the expansion and developmental 
needs of the educational institutions must naturally result. 

2. There will be an increased willingness on the part of the local 
governing body to exercise its power of eminent domain where it can 
be demonstrated that land should be made available to educational 
institutions to promote the public welfare and proper development 
of the community. 

3. The time needed to assemble land for expansion and develop- 
mental purposes is reduced. 

4. Speculation in land prices is prevented. 

The American Hospital Association has given careful consideration 
to the presentation made by the educational institutions in the last 

ear’s housing hearings before this subcommittee. We concur whole- 

eartedly in the views expressed by these institutions as to the rea- 
sons why they needed more land. We find ourselves in substantially 
the same position, and respectfully submit that the cause for the 
inclusion of public and nonprofit hospitals in section 112 is equally 
pressing. 

Many of our urban hospitals are located in the very heart of our 
old cities. Indeed, many of them are venerable teaching and research 
institutions with the date of establishment of the oldest, the Philadel- 
phia Hospital, being 1732. They best serve the people and their 
communities when they are readily accessible to patients and their 
families, to physicians, to hospital personnel and to various agencies 
of local government. 

Unlike many other types of institutions and organizations, the 
answer to their space requirements is not found in flight to the suburbs. 
Except in the unusual cases they will remain where they are in heavily 
concentrated population centers. And, unfortunately, today many of 
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our urban hospitals are locked in tightly in the areas in which they 
are located. In city after city, ennentinlly the same situation holds: 
there is insufficient available land for necessary expansion and develop- 
mental purposes. 

I wish now to review for this subeommittee some of the more im- 
portant reasons why many of our urban hospitals need more land. 
The Nation today still suffers from a lack of sufficient hospital facilities 
and, perhaps even more importantly, it suffers from a deterioration 
of existing facilities in urban areas. The need for modernization of 
our urban hospitals has been well documented. In large part, this 
need arises because necessary expansion in function and services to be 
offered to the community results in demands for additional land in 
which to house these services and facilities. 

It is inevitable that the major impact of continued developments 
and advancements in medical science and practice must fall most 
heavily upon our existing urban hospitals. Indeed, it is to these 
facilities and their dedicated staffs that we look for the necessary 
research which brings about these developments and advancements, 
and it is upon these traditions of public service that the needed in- 
creases in capacity and in the types of facilities and services must be 
built. 

We must go forward in these endeavors if we are to continue to 
make the best possible health care available to the American public. 
We are making progress, but more is needed and some feel it should 
be made more rapidly than at present. Increasingly, hospitals are 
playing a larger role in medical research activities and increasingly 
greater recognition is being given to this role. That hospitals are 
able to make outstanding contributions in this field is fully attested 
to by their inclusion in the research facilities program which Con- 
gress enacted several years ago. 

In its research role, with the help of the research facilities program, 
hospitals have been developing their facilities and staffs. Predomi- 
nantly it is the urban hospitals which are engaging in this activity. 
But frequently their ability and desire to expand their research activi- 
ties may be forestalled because they are unable to acquire necessary 
additional land for their research buildings. 

In medical and health education, hospitals have an important and 
expanding function. Their needs for added land for their facilities 
are substantially the same as other educational institutions—for class- 
rooms, for laboratories, and the like. 

Our existing urban hospitals are faced not only with a rising utiliza- 
tion rate by the present population but also with a rapidly increasing 
population. Both are contributing to the need for more beds. Gen- 
erally, urban hospitals seek to meet the need in their area by building 
additional beds. 

Usually this may mean adding a wing to a building, and the ability 
to do so depends on the availability of land. Hence, it is clear that 
frequently the availability of needed hospital services and beds may 
pom upon the ability of a hospital to acquire land. 

any urban hospitals are in environments of slum and blight. 
These conditions affect the ability of hospitals to recruit and kee 
staff, But, unfortunately, they have a way of driving off past 
needed employees. The care of the sick is a full-time, 24-hour-a-day 
program. But because hospital employment does not follow the 
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conventional workday, it is not simply a matter of accommodating 
to a commuting pattern. Hospital employees must feel that they 
can reach the hospital in safety, day or night. 

For hospitals, the traffic congestion in our larger cities has created 
a serious problem. Unfortunately, this condition seems to be getting 
worse, not better. Consider the many daily emergencies faced by our 
urban hospitals where physicians, hospital staff, and patients, in the 
interest of saving lives, must rush ee rushed to the hospital only 
to find virtually impossible parking conditions. 

As a consequence, hospitals have a great need for more land for 
parking areas. 

In recent years hospitals have been more and more concerned about 
rs deyone. 3 housing for student nurses, medical interns, and residents. 

hey urged Congress to amend the college housing program to make 
them equally eligible with other educational institutions for con- 
struction loans to build housing for such persons. In the few years 
since Congress acted to give hospitals this eligibility, important con- 
tributions have been made in meeting the housing needs of such 
students. But this program has barely started and a great deal more 
must be done. 

The housing requirements of these students differ. While student 
nurses may use dormitory-type facilities, interns and residents gen- 
erally need apartment housing, as so many of them are married. 
But whether apartments or dormitories, land is needed. I wish I 
could underline that last sentence. 

As we have carefully studied this program, we have learned that 
one of the greater disadvantages that hospitals have had to overcome 
in poet for such housing has been their inability to purchase 
and assemble adequate land at a price within their financial reach. 
When the needs for additional land become known, land speculation 
frequently drives the price to unreasonable heights. And if I could 
just pause a moment and put a circle around this paragraph as the 
guts of this, I would have made a point. 

In a rapidly growing development hospitals are playing a larger 
role in providing long-term care facilities. More and more hospitals 
are beginning to operate such facilities in special wings or areas of 
the hospital, or in nearby facilities. But the hardships of acquiring 
land has proven to be impossible to overcome in many instances. 

As the problems of meeting the health care needs of aged persons 
cry more loudly for solutions, the important contribution which may 
be made in these areas through the construction of more facilities 
for long-term care becomes evident to all students interested in this 

roblem. 

It will be of interest to this subcommittee to know that the American 
Hospital Association recently conducted a nationwide survey to learn 
the importance hospitals attached to the special advantages to them in 
urban renewal areas as provided in title III of H.R. 12152. The re- 

lies indicated that many hospitals have a present need for this legis- 
ation, and many others feel that the future growth of their cities 
made such an amendment imperative within the foreseeable future. 

One of the things, Mr. Chairman, which I would like to submit to 
you is a map of our Chicago area as just one illustration. This map 
shows where the hospitals are located and the colored areas indicate 
the present areas of Chicago Land Commission projects and the urban 
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renewal conservation areas so that visibly you will be able to see what 
this problem is. 

Mr. hains. We will put it in the committee file. 

Dr. Kuicxa. May I therefore respectfully urge enactment of this 
title to help hospitals further meet the health needs of their commu- 
nities and also to encourage local planning bodies to give increased 
consideration to the expansion needs of their community hospitals. 

We urge enactment of legislation at this session which would in- 
cease from $50 million to at least $75 million the total loan authoriza- 
tion available to public and nonprofit hospitals under the college hous- 
ing program. 

Recent developments in the administration of this program have 
made it more effective, more attractive, and more in keeping with the 
intent of Congress. Their impact should result in a speeding up of 
the program. We believe the increased authorization 1s necessary to 
meet. the demands which will be forthcoming during the next fiscal 

ear. 

My statement will not touch upon all of these new developments but 
only upon those more directly related to the needs for the increased 
authorization. We are confident that the sympathetic and under- 
standing attention this subcommittee gave to our statement last year 
had much to do with these developments. 

The most significant development was a ruling by the CFA General 
Counsel that housing for physicians taking approved residency pro- 
grams is now equally eligible with that of student nurses and interns. 
This ruling overcame a frequently voiced criticism of the program. 
It recognized that residents were in a continuing phase of medical 
education, and that hospitals had critical problems in providing for 
their housing needs. 

A very high percentage of residents, like interns, are married. We 
find many interns and residents with two, three, or more children. 
I might pause here and tell you when I say “very high,” I mean be- 
tween 60 and 75 percent. They clearly need apartments suited to the 
size of their families. And apartments mean large, more expensive 
facilities. 

I might also add that in some of our newer nurse education pro- 
grams that nurses are being moved out into apartments the third year 
as intern years and when that occurs it means that we need apartment- 
type buildings for our student nurses as well as dormitory-type facili- 
ties. That is something new that is developing in this field. 

Another development reveals that CFA no longer holds strictly to 
its previously established maximum limitation of $500,000 for a single 
project. In fact, it has made some recent loans of up to $600,000. We 
welcome this development. But we feel that CFA is still placing too 
much emphasis on a fixed, limited dollar ceiling and this is reducing 
the effectiveness of the program. 

Initially, as we understand it, CFA decided that $500,000 would 
provide adequate housing for 125 student nurses at $4,000 each. The 
increase to $600,000 came about because CFA found that in high cost 
areas the $500,000 was not enough to provide for even 125 students. 

The present ceiling is not realistic and is not likely to provide the 
apartment housing needed by married residents and interns. Most 
hospitals with approved programs for these students are located in 
urban settings. But the value of urban property is such that it may 
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prohibit them from constructing facilities limited by the funds avail- 
able under the existing ceiling. 

A sensible and economic use of the land would cause hospitals to seek 
additional sizable funds, which are available only at prevailing high 
interest rates. Consequently, the present ceiling has the effect of de- 
feating the purpose of the program. Hospitals can’t afford to borrow 
the additional needed money. And if I may underline that I would. 
You see it is most important for everyone concerned that in this legis- 
lation that any cost of this type eventually is passed on into patient 
costs. This is obvious to people like yourselves who are sophisticated 
in these matters, but I would just like to emphasize it 

In another development, CFA has indicated that it would innovate a 
new financing program to match Federal and applicants’ funds dollar 
for dollar up to some reasonable limit. It is, of course, too early to 
say how effective this new program will prove to be. It would, how- 
ever, only apply in big projects. No one has any assurance that this 
matching ratio established administratively will produce the housing 
which is needed. 

We can only hope that CFA will not hold to any rigid dollar ceiling 
and formula, unless to do otherwise would be inconsistent with the 
basic law. For example, we would urge that where a school of nursing 
is trying to move further in meeting the critical shortage of profes- 
sional nurses by increasing appreciably its student body, CFA would 
provide the necessary funds to build the needed housing. 

If I may add this to the record, I would like to point out that the 
present effect of this ceiling is discriminatory against those hospitals 
that would like to build really large schools of nursing. I am talking 
here about schools of nursing that would have a combined enrollment 
of, let us say, 250 to 350 students of which we need more in this 
country. 

A school of nursing of that type, you see, costs between $3 and $4 
million to build, but these schools of nursing can’t be helped by a 
ceiling that is down at the $600,000 level. 

No more effective citation of the role of hospitals in the education 
of professional nurses can be made than to point out that according to 
the latest statistical summary, 1959 edition, American Nurses Associ- 
ation, 91.5 percent of the active graduate nurses are graduates of hos- 
pital schools. If we are to meet 1970 national health goals in nursing, 
we must increase our annual school admissions from 45,000 to 75,000. 
Such expansion, if it is to happen, must take place largely in the hos- 
pital schools. For without adequate housing this expansion will not 
take place. 

And again I would like to underline that last sentence. 

We have met with the CFA Administrator and staff in the interest 
of offering our full cooperation to improve the effectiveness of this 
program. We will continue to work with them to this end. 

About 2 months ago, this association made a survey to find out the 
amount of funds hospitals would undoubtedly seek to borrow under 
the college housing program during the next fiscal year. Returns 
showed that the applications would be made for about $60 million. 

Based on the considerations outlined in this statement, we respect- 
fully urge that the authorization for the hospital part of this program 
be increased by at least an additional $25 million. And now finally a 
brief statement on the subject of housing for the elderly. 
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We wish to heartily commend this subcommittee for developing 
under the inspired leadership of its chairman, Mr. Rains, the legisla- 
tion which brought this program into being. In particular, we were 
impressed, and have so stated to the Congress, by the direct loan pro- 
visions enabling nonprofit organizations to provide rental housing for 
elderly persons. 

By this program substantial contribution can be made in meeting 
the housing needs of these persons. Moreover, its design in providing 
for minimal health facilities has long-range implications in the plan- 
ning to meet the health needs of the elderly. 

And again I would like to underline the last sentence. 

We deeply regret that the Congress has not appropriated the nec- 
essary funds to implement such farsighted legislation. 

Thank you, Mr. Chairman. 

Mr. Rains. Thank you, Doctor. I might say in reference to the last 
paragraph that the Appropriations Committee of the House has made 
a small appropriation for a pilot project under that nonprofit housing 
for the elderly provision and we hope and expect to get further appro- 
priations. As a matter of fact, I have an idea that you are going to 
see more legislation in the immediate future atfecting old people. 
They have become a real problem with us and I think I can sense it, 
I can sense it right throughout the Congress, especially with reference 
to nursing homes and with reference to housing for the elderly. 

Who composes your organization, the American Hospital Associ- 
ation ¢ 

Dr. Kiicka. Well, the American Hospital Association is a volun- 
tary nonprofit membership organization with about 7,000 members, 
including the great majority of all types of hospitals, and among these 
are over 90 percent of the Nation’s hospital beds. 

Mr. Ratns. In other words, it is the one overall hospital organiza- 
tion ¢ 

Dr. Kuicka. Yes, sir. 

Mr. Rarns. Well, you made a very fine statement. The two things 
you are vitally interested in, one, you would like the section which 
would give to hospitals the same treatment with reference to the 
clearing of slums around them as was given to colleges last year, that 
is what you want isn’t it? 

Dr. Kuicka. Yes, sir. 

Mr. Rarns. And you would like to see the amount of money avail- 
able for building homes for interns and nurses under the college 
housing program increased by at least an additional $25 million which 
would make it $50 million ? 

Dr. Kiicka. And also an increase in the ceiling to a substantial level 
if this is possible. 

Mr. Rarns. I don’t know. I don’t think we wrote a loan ceiling into 
it. I think the ceiling is an administrative proposition. 

Dr. Kuicka. Yes. 

Mr. Rarns. Of course we could do something about that in the re- 
port. 

Mr. Ketiy. Mr, Chairman, the total authorization we have sug- 
gested would be increased to $75 million. 

Mr. Rarns. I know. You said they had $60 million in applications 
so we will do the very best we can. 

Thank you very much. Any questions, Mrs. Sullivan ? 
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Mrs. Surivan. Just one for some information. I wanted to know 
if the percentage of married interns was greater today than it was 10 
or 20 years ago? 

Dr. Kurcxa. Well, I think I can answer that in a reasonably clear 
way by an illustration, Mrs. Sullivan, because this is a postwar phe- 
nomenon really. I can remember when I came to the Presbyterian 
Hospital as its director in 1954 and was very pleased to find an 
apartment that had just been built for graduate nurses and for married 
interns and this was adjacent to the hospital and it provided 80 apart- 
ments. It was the opinion of the hospital administration and the 
board of trustees that they would probably use 10 of those apartments 
for married interns and residents. 

When I left the hospital a year ago to take my present position, we 
had 40 of those apartments filled with married interns and residents 
and a very long waiting list. We could have filled the entire building, 
but we had to arbitrarily say “You can only have half of it.” This 
isa dramatic change. It is a sociological thing that is just with us. 

Mrs. Sutiivan. Well, are they using more interns in those same 
hospitals than 10 or 20 years ago? 

Dr. Kuicxa. No, Mrs. Sullivan. 

Mrs. SULLIVAN. They are using the same number ? 

Dr. Kuicxa. Yes. 

Mrs. SuLLivan. Doctor, 20 years ago did the hospital help the intern 
with—subsidize his rental, his living ? 

Dr. Kuicka. No. You are talking to a fellow who was ahead of his 
time, I think, because I interned in 1937 and I received no payment. I 
interned at the Allegany General Hospital in Pittsburgh and I was 
real delighted to have my room and board provided. I married during 
my year of internship. We had 16 interns at that time and I was the 
only one who married. Actually interns and residents as such just 
couldn’t afford to and didn’t marry previous to the war. Since that 
time things have changed. 

They still can’t afford to get married, in spite of the fact that they 
are paid a small amount of money for their work, but they are being 
subsidized by their families and they are borrowing money and they 
are just doing it, that is all. 

Mrs. Sutiivan. Well, the thing that I am wondering about, you 
mentioned before that the cost of all of these improvements in modern 
hospitals are going to be paid eventually by the patients. We know 
that, I think any of us do who might have had to use a hospital room 
in the last 10 years knows this first hand. If they didn’t pay those 
before, are they assuming to—well, subsidize the intern by furnishing 
residences for them ? 

Dr. Kiicxa. The salary for house officers, referring to interns and 
residents, is gradually going up, but it has now reached a point in 
many hospitals where it includes a sufficient amount of money so that 
they could rent back from the hospital an apartment if the rental 
was established at a point that they could reach. 

Now maybe more quickly I can say this: With this type of assist- 
ance that we are asking for, a hospital can build an apartment which 
it can amortize over a 20- to a 30-year period with a rental structure 
that the intern and resident can afford to help pay for through a 
rental. We can do this because of the benefits which we enjoy. 
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In addition to this we do have a nontax status which is a big help, 
so with a nontax status plus this type of help, the hospitals can go a 
long way in making it possible to meet the situation without other 
subsidy. 

Mrs. Sutiivan. So that eventually the cost of the building that 
would be put up could be paid through the rentals paid by the interns ? 

Dr. Kuicka. Well, I was at Presbyterian Hospital. I designed 
with our architects an apartment building which provided 200 apart- 
ments. We felt that half of those apartments would be occupied by 
interns and residents and half of them would be occupied by nurses, 
some married, some not. But the rental structure that we created 
was such that that building would have amortized in about 25 years 
if we had had the type of help that we are asking for in this bill, but 
the $600,000 ceiling scuttled the entire program, because it was a $3 
million building. 

What we wanted was $2 million to help us. You see we are a big 
hospital, we are an 800-bed hospital, but it is the big hospital as well 
as the small that needs help, and if we had had this type of assistance 
through the college housing program, we would have been on our way. 

That apartment would be up now and we would have been making 


areal contribution that we couldn’t make. 

Mrs. Suntuivan. Thank you, Doctor, that is all. 

Mr. Rarns. We hope we can be helpful to you, Doctor. We ap- 
preciate your good testimony. 

Dr. Kuicka. You have been most kind. 

(The following letter has been submitted to the subcommittee and 
is inserted in the record at this point :) 


JEWISH FEDERATION OF METROPOLITAN CHICAGO, 
May 20, 1960. 
Dr. Kar. S. Kiicka, 
Ezecutive Director, Hospital Planning Council for Metropolitan Chicago, Inc., 
Chicago, Ill. 

DeAR WR. KLICKA. Thank you for this opportunity of commenting upon House 
bill, H.R. 12152, now being considered by Senate and House committees con- 
cerned with housing and urban renewal. We shall be glad to have the following 
submitted for the record: 

It is our opinion that the amendment of section 112 of the Housing Act of 
1949 to include hospitals would be an important contribution to the improvement 
of our urban communities. In effect, the bill would recognize the contribution to 
the local community of the investments our urban hospitals are making in 
improving their plants and increasing their service to the public. 

As you know, we have for some time been concerned with the general problem 
of community improvement in the Lawndale Conservation Area in Chicago. 
Mount Sinai Hospital and Rest Haven Rehabilitation Hospital, affiliated with 
the Jewish Federation, are located in this area. Each of these institutions min- 
isters to all elements in the population without regard to economic status or 
racial or religious discrimination. These hospitals are engaged in modernizing 
and expanding their facilities at their present sites. The area in which they 
are located is already developed and as part of their programs, they have 
expended considerable sums for the purchase, through negotiations with private 
individuals, of lands and buildings in their vicinity. 

Recently I have been informed that Saint Anthony de Padua Hospital, also 
in the Lawndale conservation area, is also interested in improving its plant 
through expansion in its present location, The retention and improvement of 
these and other community-serving facilities is a most important demonstration 
of faith in the future of the Lawndale Conservation Area. 

The financial feasibiliy of urban renewal programs in Lawndale and other 
areas of the city will be greatly aided if House bill, H.R. 12152, is enacted. 
Indeed, by allowing a quickening of local programs of community improvement, 
more expensive renewal programs may be avoided. 
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Here in Chicago, Michael Reese Hospital (also affiliated with the Jewish Fed- 
eration) sparked one of the most dramatic examples of community improvement 
and renewal. House bill 12152 would do much to enable other hospitals to make 
similar contributions. 

A west side (Lawndale) project, buttressed by resources 'to be made available 
through the amendment to section 112 of the 1949 Housing Act, would stabilize 
the institutions indicated and enhance their ability to serve the people of 
Chicago. 

Very sincerely yours, 
SAMUEL A. GOLDSMITH, 
Executive Vice President. 

Mr. Rains. Thank you very much. 

The next witness is a representative of the American Nursing Home 
Association, Mrs. Goldie Rogers, registered nurse, chairman of the 
Legislative Information Committee, and with her is our good friend 
Frank Bateman. 

Come around. We are delighted to have you, Mrs. Rogers, and we 
we are delighted to have you, Mr. Bateman. 

Mr. Bateman. Thank you, Mr. Chairman. May I interrupt the 

roceedings to bring you greetings from your good friend, Charlie 
unn, who will be here next week sometime. 

Mr. Rarns. Thank you, [ appreciate that. 

You may proceed, Mrs. Rogers. 


STATEMENT OF MRS. GOLDIE ROGERS, R.N., CHAIRMAN, LEGISLA- 
TIVE INFORMATION COMMITTEE, AMERICAN NURSING HOME 
ASSOCIATION; ACCOMPANIED BY FRANK N. BATEMAN, EXECU- 
TIVE DIRECTOR 


Mrs. Rocers. Mr. Chairman, I am Mrs. Goldie Rogers, R.N., the 
owner and administration of a privately owned nursing home, past 
president of the Maryland Nursing Home Association, and chairman 
of the American Nursing Home Association Legislative Information 
Committee. 

With me is Mr. Frank C. Bateman, executive director of our asso- 
ciation. We are here to represent the American Nursing Home As- 
sociation which is an organization of 48 State associations affiliated 
in this one national organization, representing approximately 5,000 
nursing homes, almost entirely proprietary. To the best of our knowl- 
edge, we are the only national nursing home association in existence 
at the present time. 

We thank the committee for the opportunity to appear and submit 
this statement in support of the “Home Financing Act of 1960.” Spe- 
cially, our interest is in, and our remarks will be directed toward, 
title II, part II of the proposed act wherein is contained provision for 
expansion of Federal National Mortgage Association support opera- 
tions directed toward special assistance functions. It is in this part 
of the bill that provision is made for a special fund to give financial 
backing to mortgages for financing proprietary nursing home con- 
struction authorized in the Housing Act of 1959. 

Of course we cannot recite any great or extended experience or 
statistical data relative to mortgage loan application difficulties under 
the 1959 act since the regulations governing the requirements and pro- 
cedures thereunder were not promulgated until the middle of March 
just past. However, we do have reports already that local financing 
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difficulties are causing delay in the construction program, and these 
reports express a growing anxiety that could perhaps discourage many 
qualified applicants from building new facilities. 

The committee will be interested to know that there have been more 
than 2,000 inquiries made to the various FHA field offices throughout 
the country in the short period of time since the passage of the act 
and the ‘hkigory rnc of the regulations, so it will not long until 
the problem of obtaining mortgage financing will be confronting the 
many applicants. 

We anticipate that in various areas of the country they will experi- 
ence real difficulty in this regard. We refer particularly to urban, 
rural, and sparsely populated areas that so despertaely need new, safe, 
and modern facilities. 

We base our opinion upon the general economic situation existing 
in this country as it relates to availability of money. We refer, of 
course, to what is commonly called the “tight money” market. It 
would be presumptuous for us to go into detailed discussion with re- 
gard to this economic condition since the committee is much better 
informed thereon than we are. 

However, we do want the committee to know that we do not base 
our statement solely upon the knowledge of the existence of this eco- 
nomic condition. We went further and consulted informed persons 
in the field of finance. 

Our inquiries were made through those businesses normally dealing 
in the mortgage market, that is, ‘banking, building and loan associa- 
tions, insurance companies, and mortgage brokers. Without excep- 
tion, our informants felt that serious difficulties would be encountered 
generally in obtaining mortgage funds in any appreciable amounts. 

With regard to the banking industry, we believe that the committee 
is well aware of the handicaps and restrictive regulations under 
which it operates. You know, of course, that banking regulations 
permit only an amount equivalent to a percentage of capital assets 
to be invested in real estate mortgages. 

When we consider the size of the mortgage which would be required 
to construct a nursing home of average size, between 40 and 60 beds, 
at an estimated cost of construction between $4,000 and $5,000 per bed, 
it can readily be seen how few such loans a reasonably large bank 
would be in a position to make. 

Furthermore, the committee is well aware of the fact that the banks 
and building and loan associations are paying interest rates on sav- 
ings of from 3 to 5 percent. Certainly those institutions could not 
profitably lend money under the rate limitation as contained in the 
1959 Housing Act and pay the interest rate above referred to. An- 
other object they have, of course, is the long-term tying up of such 
large amounts of capital. 

With regard to the insurance industry, we can report that their 
reaction, generally, is the same as that of the banking industry. How- 
ever, some of them, undoubtedly, will make a few Gusieh of this type, 
perhaps as a public service. 

The mortgage brokers may be able to find some funds available in 
various private funds such as teacher’s retirement funds, union trust 
funds, et cetera. However, these too, at the present time, seem to be 
relatively restricted. 








520 GENERAL HOUSING LEGISLATION 


The American Nursing Home Association has long advocated the 
proper housing of our chronically ill and aging population. We are 
sure the committee is well aware of this and is sympathetic to this 
end inasmuch as this same committee was instrumental in bringing 
about the 1959 FHA legislation. 

In speaking for the American Nursing Home Association, we wish 
to place strong emphasis on the fact that it would be unfortunate, 
indeed, should this program be unduly delayed or face failure through 
a lack of adequate and reasonable financing. 

From the above I believe the committee can see very well the im- 
portance of title IT, part IT of the bill. 

In conclusion, we would like to comment upon the matter of funds 
necessary to implement the operation of this section of the bill. In 
this connection we would suggest an appropriation of $15 million 
based upon an estimate that there will be upwards of 1,000 units that 
will, in all probability, need protection in the necessary financing un- 
der the FHA program. 

We wish to emphasize that this is only our best estimate resulting 
from our knowledge of inquiries about the program to date. Of 
course, it is understood that this program will be utilized only in the 
event private financing in sufficient amounts is not forthcoming. 

Weare glad to lend our support to this legislation since it lies within 
the framework of our basic philosophy which is to ask only for a help- 
ing hand through Federal financial assistance to private enterprise. 
Any funds provided will be returned to the Federal Government 
with interest. 

The American Nursing Home Association again wishes to thank the 
committee for its interest in providing new, modern and efficient nurs- 
ing homes for our country. This continued interest is essential if the 
program is to reach the heights of success which we all hope for. 

We strongly urge the committee to press for the passage of this 
important legislation, and we again as an association offer you our 
fullest cooperation through our studies, inquiries and other services 
we may render to the committee as a whole, its individual members, 
or the staff. 

Mr. Rarns. Thank you very much, Mrs. Rogers. You know it is a 
real relief to have a good-looking lady appear before the committee 
after all of these men we have had to put up with for 2 or 3 weeks. 
We are blessed, of course, with having two lovely ladies on our 
committee. 

We are real proud of the start that has been made and we are grate- 
ful for the help that you give us. You note in the bill we left the 
figure for FNMA’s backup blank because we wanted testimony from 
you as to your estimate of the need. 

You say an amount of $15 million you think would be sufficient to 
carry the program on? 

Mrs. Rocers. Yes, sir. 

Mr. Bareman. May I add, Mr. Chairman, that this figure will be 
instrumental in helping the program get started. An analysis of 
that figure by you and your staff will show that it will only create 
about. 115 nursing homes. 

Mr. Ratns. That is right. 

Mr. Bareman. And that is with the 25 percent matching funds on 
the part of the person making the loan. Now when you consider that 
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the Federal Housing Administration has already had inquiries and 
applications in their field office in excess of 2,000, that is 2,000 indi- 
vidual applications, we felt like with the presentation of our original 
legislation and your tremendous help, we should be conservative and 
that is why we mentioned this figure of $15 million. 

Mr. Rains. Certainly it would give us time to get the program in 
shape to where we could see what the needs really are. 

Mr. Bareman. That is very true and we are anxious to continue 
to work closely with your committee and to keep you fully informed 
as to what is going on. 

Mr. Rains. We appreciate your help and I know that this com- 
mittee is sympathetic to the things that you want to do. Any ques- 
tions, Mrs. Sullivan ? 

Mrs. Sutnivan. No questions. I am just glad to hear what has 
happened so far. I know that we haven’t had much time to get into 
the application end of it because of the fact that this was just made 
possible in March. 

Mr. Bareman. Well, Mrs. Sullivan, you know that many of the 
compliments that we have passed to your chairman we hope that you 
share, too, as well as Mr. Widnall. 

Mrs. Suutiivan. Thank you. 

Mr. Rains. Mr. Widnall has a question. 

Mr. Wipnati. Mrs. Rogers, you made a very good statement. 

Mrs. Rogers. Thank you. 

Mr. Wipnatt. I certainly want to try to be helpful in this field 
as I think you perform a great. service in activities not only of the 
association but in prov iding nursing home care. I am interested in 
a couple of things in connection with it. 

What has been the present growth of nursing homes in the United 
States? In 1950, for instance, how many nursing homes were there 
as compared to today? Do you have any figures on that? 

Mr. Bareman. Mr. Widnall, while your question was directed to 
Mrs. Rogers, in 1950, we didn’t know how many nursing homes there 
were in the United States, because there had never been a factual 
survey made and the most recent and factual survey was made in 
1957, strange as it may seem, where we have the information from 
1957 that there are about 13,000 nursing homes. Now, we would like 
to point out, too, that when we are talking about nursing homes we 
are talking about a certain type of facility. 

Mr. Wipnatn. I understand. 

Mr. Bareman. Which is the skilled care nursing home. Now, un- 
der the licensing laws of the States and this survey by which the in- 
formation was provided by the States, very few designate that they 
are skilled nursing homes. So we are assuming, maybe we are blow- 
ing our horn a little too much, but we are assuming that of the 5,000 
or more members in our association, that the great, great majority of 
them are skilled nursing homes. 

Mr. Wipnatn. What has the growth been from 1957 to 1960? 

Mr. Bareman. There has been an appreciable growth of re on 
going into the business, we will say, probably another 2,000 or 2,500 
homes over the entire country. 

Mr. Wipnatyi. You don’t classify those as being skilled nursing 
homes ¢ 
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Mr. Bateman. Not all of them yet, because there has to be work 
done on research tc get this classification down to the fineness of 
definition that the chairman and the committee evolved last year. 

Mr, Wiwnatt. I don’t want to go far afield in asking this question 
or try to promote a lengthy answer at all because time is short but 
why is it primarily that a nursing home can give hospital care cheaper 
than a regular hospital ? 

Mr. Bareman. Let me correct your statement, sir. The nursing 
home never endeavors to give the same type of care as provided in a 
hospital, generally speaking. A person who goes to a hospital in most 
instances goes under emergency conditions and the many and innumer- 
able services that are required to care for that person are not found 
in the nursing home such as your laboratory, your surgery, your 
X-ray, and that sort of thing. A nursing home, while I might per- 
haps be off base here—maybe I should let Mrs. Rogers answer, but 
a nursing home is primarily a facility where nursing care by skilled 
and competent people is rendered to the individual in the proportion 
of their need. It is true that after a certain period of time a patient 
in a hospital could possibly be very well removed to a nursing or 
convalescent home, reducing that cost. 

Mr. Wipnatu. This may be a simple question, but I don’t know 
the answer. Can a Blue Cross program, for example, be used for 
care in nursing homes ? 

Mr. Bareman. There are several States where that is so, yes; and 
we are working hard to improve that. 

Mr. Wipwna zt. I have this also in mind: It has been my impression 
that one of the great pressures on hospitals today has been Blue Cross 
plans in that people have gone to the hospitals who haven’t gone 
under emergency conditions and who have wanted more of a rest 
cure in some instances than actually using the major facilities of 
those hospitals, so it has provided an impact on the oT that 
wouldn’t normally be there. If nursing homes were available at less 
cost to those people under the same plan I would think it would also 
reduce the amount they would have to pay. 

Mr. Bateman. It is a positive fact that where the physician is 
in a position to render the diagnosis as to the institution or type of 
facility the patient shall go to, the cost of care under certain condi- 
tions is a great deal less in a nursing home than it is in a hospital, 
but we must not digress or in any way belittle the services in the 
hospital by trying to imply that their costs or charges in many 
instances are excessive. 

However, it is agreed by most of the medical profession and I have 
worked for them for 30 years, I pretty well know what their thinking 
is, that there is a tendency and it is only a normal, I guess, American 
tendency to abuse to some degree the benefits of Blue Cross through 
overstaying time in the hospitals, utilizing the room longer than 
perhaps is absolutely necessary, but the American Nursing Home 
Association and the American Hospital Association have a very 
friendly relationship of liaison where we are trying to work out these 
problems and bring more use of the nursing home bed to the benefit 
of the patient in the hospital. 

Mr. Wipnatu. I think this is extremely important particularly 
when we are considering bills like the Forand bill where you would 
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have the availability of medical care to far more people than at the 
present time and now we don’t have the facilities to take care of the 
present load. 

Mr. Bateman. That is right. 

Mr. Wipnatu. So it might be putting the cart before the horse if 
that bill was passed before we had the facilities to take care of all the 
people. 

Mrs. Rocrrs. I would like to make a statement concerning the costs 
in the nursing homes and that is this: In the skilled homes, the ad- 
ministrators themselves do a great deal of the work, even though they 
have also skills, let. us say, head nurses, graduate nurses in charge of 
nursing service, where the hospitals have the cost of their intensive 
diagnostic care, we do not have that cost in a nursing home, and I 
think that makes a great deal of the difference. As you heard the 
testimony previous to our testimony the cost of their interns, the 
residents, student nurses and so forth. 

Mr. Wipnau. Well, I have been very familiar with hospitals both 
as an inmate and also as one working for them. My relatives have 
all been on boards of governors over a period of time and I have been 
counsel for them. I am completely sympathetic to their problems. 

Mrs. Rogers. I would like to say this, Mr. Widnall, that we do pro- 
vide laboratory examinations in the skilled nursing homes. 

Mr. Wipnatt. Thank you very much. 

Mrs. Rogers. We do transfusions, intravenous feedings and so on. 

Mr. Wipnatu. Forgive me for taking you afield from the subject. 

Mr. Rarns. I thought it was a very good question. 

Mrs. Rogers. Since nurses are trained in the fields of intravenous 
feedings it gives us a broader scope in our care. 

Mr. Ratns. If we could talk Blue Cross into doing it and we might, 
you let us know. 

Mrs. Rogers. We appreciate it. 

_ Mr. Rarns. It is very nice to have you before us and we appreciate 
it. 

Our next witness is the American Bankers Association, Mr. Harry 
Bergmann, and he is accompanied by Dr. Kurt Flexner and Jerry 
Brott. I want the committee to know as well as these distinguished 
gentlemen that we did not deliberately place these gentlemen as the 
last witnesses, we gave them another day but this day seemed to suit 
them better and that is how it came about. We hold the American 
Bankers Association in high esteem and we are glad to have you. Are 
you going to present the testimony, Mr. Bergmann ? 

Mr. BeramMann. Yes, I would like if I may, Mr. Chairman, to read 
the testimony. | 

Mr. Rains. You may proceed. 


STATEMENT OF HARRY P. BERGMANN, AMERICAN BANKERS AS- 
SOCIATION; ACCOMPANIED BY DR. KURT FLEXNER AND JERRY 
BROTT 


Mr. Beramann. My name is Harry P. Bergmann. I am vice presi- 
dent of the Riggs National Bank, Washington, D.C. I am also a 
member of the Real Estate Mortgage Committee of the American 
Bankers Association on whose behalf I appear. 
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I appreciate the opportunity afforded by the committee to appear 
before it, especially since the member banks of the American Bankers 
Association have so large a stake in housing and mortgage finance. 

As of last December the banks held over $53 billion in mortgages, 
and their holdings in FHA-insured and VA-guaranteed mortgages 
were over one-half of all such Government-underwritten mortgages. 

The ABA is fully aware of the important role housing plays in the 
Nation’s economy, and we are alert to the changes required from time 
to time by this housing challenge. 

We would like to present some comments on several of the bills now 
pending before your committee. 

H.R. 12153, Home Financing Act of 1960: 

Section 101 proposes the extension of the FHA title I insurance 
program for home repairs and improvements for 2 years, and we 
endorse this temporary extension and believe it preferable to H.R. 
12172, which would make this title 1 program pene We feel 
that the temporary extension is more desirable because it will enable 
Congress to review this program periodically. 

Section 102(a): Changes in the price level make it desirable to in- 
crease the maximum eligible mortgage amount for a one-family 
residence, and we therefore support the increase from $22,500 to 
$25,000 as proposed in this section. 

Section 102(b): This section of the bill proposes a liberalization in 
the downpayment structure of FHA section 203 mortgages. Down- 
payments were recently lowered by the FHA Commissioner as per- 
mitted inthe National Housing Act of 1959. 

We believe that the existing downpayments are quite liberal and 
adequate for encouraging widespread homeownership. We believe 
also that to liberalize downpayments further as proposed in this section 
would achieve little more than to increase the risk factor in FHA- 
insured mortgages. 

Section 102(¢): proposes the lengthening of maturities on FHA 
mortgages from 30 to 35 years. We do not believe that an increase in 
maturities is necessary. On the contrary, we think that this proposal 
would have a tendency of reducing available mortgage funds by les- 
sening the amount available for reinvestment. 

Section 102(d): This section proposes that the premium rate be 
fixed at one-fourth of 1 percent except that where the FHA Com- 
missioner finds that the adequacy and soundness of the FHA in- 
surance program requires an increase and so reports to the Congress, 
the premium can be increased to not over one-half of 1 percent. 

In our testimony earlier this year, on the proposed Emergency 
Home Ownership Act we indicated that we do not object to lowering 
the present range to one-fourth of 1 percent to 1 percent, leaving the 
actual premium rate to the discretion of the Commissioner. We still 
believe that this isa sounder approach. 

Section 103: We generally agree with the proposed changes in the 
rental housing insurance program proposed in this section, except for 
the following: 

(1) While we believe the proposed change to set. a maximum limit 
of 90 percent of replacement cost of the structure, plus the estimated 
value of the land, may be theoretically justified, we think that in prac- 
tice this may have undersirable results in that it might encourage spec- 
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ulative building. We are especially reminded of this by what hap- 
pened to the section 608 program. 

(2) It is proposed in this section that amortization payments might 
be postponed for as long as 4 years. We approve of the principle em- 
bodied in the postponement of amortization payments, but we believe 
that 4 years is excessive and suggest that a 2-year limit might be 
sounder. Where postponements of amortization payments do apply, 
we think that the total term of the mortgage should not exceed 40 
years. 

Section 104: We are in accord with the proposed changes with re- 
spect to the cooperative housing insurance program except that we 
have the same comments which we had in connection with the method 
of arriving at “replacement cost” and the maximum term of the loan 
as applied to the rental housing program. 

Section 105 would increase the overall FHA mortgage insurance 
authorization by an hyn ee amount. We would favor the ap- 
proach in H.R. 12214, which removes entirely the limitation on the 
insurance authorization. This would give the program needed con- 
tinuity and aid in more intelligent advanced planning by the home- 
building industry. ' 

Section 106: We favor the provisions in section 220 except that we 
have the same objection to the liberalization of downpayments in this 
section as we had in connection with the section 203 mortgages. 

Section 107(c) : Our views on this section are the same as in regard to 
the rental and cooperative housing sections. 

Section 108 proposes an additional new section to provide for in- 
surance of mortgages on small] rental projects where larger 207 mort- 
gages are not economically feasible. We agree that the need for small 
rental housing projects exists. We would advise caution, however, in 
the administration of this program. 

The program should be limited to areas where 207 mortgages are 
actually not economically practical, and before insuring such projects, 
the Commissioner should bear in mind that vacancies in projects of 
this size are more serious than they would be in larger projects. 

Section 109: Our objection to this section is the lengthening of ma- 
turities to the maximum of 42 years. We feel that maturities of 40 
years are adequate. 

Section 110: This proposal would include FNMA fees and charges 
in determining the replacement cost of multifamily housing. The as- 
sumption here is that all such mortgages will be sold to FNMA. Since 
this is not the case, such charges should not be included in the deter- 
mination of the replacement cost. 

Title II: We are delighted with the interest this committee is taking 
in seeking to improve secondary market conditions for mortgages. As 
the committee knows, the ABA, as well as other groups, are studying 
the problem of a secondary market with the objective of improving 
the liquidity and marketability of mortgages. 

We expect our study to be completed before the end of this year 
and we shall then be prepared to present a definite proposal to the 
Congress. We think it would be highly desirable for all sectors of 
the mortgage lending industry to have an opportunity to consider 
this ern and to make suggestions before definite legislation is 
enacted. 
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There are several provisions in title II which, in our opinion, are out- 
side the scope of a secondary market and might, in fact, seriously 
interfere with the operations of such a market. 

The authorization to make short-term loans on pledges of FHA- 
insured and VA-guaranteed mortgages up to 90 percent of the un- 
paid balance constitutes a primary lending operation rather than a 
secondary market operation and would compete with the functions of 
existing lending institutions. 

In our opinion, a secondary market should be a source of strength to 
the private lending institutions and not. seek to supplant them. 

Title II authorizes FNMA to make advance commitments to pur- 
chase eligible mortgages. Assuring borrowers of funds in advance 
definitely is not a secondary market operation, 

There is a requirement in title II, part 2, that FNMA purchase 
mortgages under its special assistance program at par. The special 
assistance function of FNMA is intended to provide a market for 
certain categories of mortgages originating under special housing 
programs “pending the establishment of their marketability” in the 
private mortgage market. 

A par purchase requirement tends to raise an artificial barrier 
against the establishment of such marketability when yields on 
mortgages in the private mortgage market are higher. We believe that 
purchase of mortgages by FNMA under its special assistance pro- 
grams should be at prices comparable to the prices for mortgages 
prevailing from time to time in the private mortgage market. 

Title III. Secondary market for conventional mortgages: 

We are pleased to see that the committee is interested in providing 
a means of establishing a secondary market for conventional mort- 
gages. It is our thinking, however, as it was in regard to title IT of 
H.R. 12153, that the enactment of legislation affecting secondary mar- 
kets should await the findings of the various segments of the mortgage 
industry that are now seriously studying this question. 

If the Congress were to enact legislation that would establish a 
secondary market for conventional mortgages for one particular seg- 
ment of the mortgage lending industry as is proposed in title ITT, it 
would seriously handicap the operations of the other segments of that 
industry. Since, as we have stated, we are giving serious considera- 
tion to the problem of secondary markets and expect to have com- 
pleted our studies before the next Congress convenes, we would sug- 
gest that this proposal as well as the other proposals for the establish- 
ment of secondary markets be deferred until all segments of the 
industry have had an opportunity to introduce their plans. 

Title IV. FHA insurance for site preparation and development: 
Title IV creates a new title X in the National Housing Act which 
would provide for insurance of mortgages covering improvements 
intended to convert raw land into building sites for residential use. 
While we recognize that this new title is to some extent needed, we 
believe that in the initial phase, the loan-to-value ratio should not be 
as high as is proposed in this bill and that the maturity applicable 
to such mortgages should not exceed 3 years. Our opinion is based 
upon the belief that this is a new venture and it is therefore wise to 
exercise some caution. 

Title V: We recognize the tremendous importance of housing in 
the American economy and concur in the objectives of title V. While 
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we agree with the proposal in principle, we are not prepared without 
further study to comment on the specific manner in which this de- 
partment would be established under the provisions of this bill. 

H.R. 12152, Relocation Assistance Act: In regard to title I of this 
bill, we recognize the difference in moving costs and concur with the 
objectives of subsections (a), (b), and (c) of section 101. We feel 
that further study should be given to section 101(d) and that con- 
sideration be given to payment of the relocation official’s salary by 
the local authority. 

Section 102 would amend the Small Business Act to permit the 
SBA to make loans to displaced small businesses on a similar basis 
as its disaster loans. While it may be appropriate to provide such 
displaced small businesses with access to SBA financing, we do not 
see any justification for affording them the liberal treatment accorded 
to disaster victims since displaced businesses will not have lost all 
of their equipment and inventory as would usually be the case in 
the event of a major disaster. 

Title II proposes a 60-year, 2-percent loan for displaced families 
whose income is too high to qualify them for low-rent public hous- 
ing and is not high enough to enable them to acquire suitable private 
housing accommodations. While we recognize the need for helping 
such families, we believe that the method suggested in title II of this 
bill is insupportable. A 60-year loan, in most instances, would exceed 
the economic life of the project. 

We feel that the rate is very unrealistic and is much less than the 
rate paid by the Government on funds it must raise to provide this 
assistance. There are other ways of providing the necessary hous- 
ing for these displaced persons. For example, the regulations of 

ublic housing authorities with respect to salary limitations could 
e waived in the case of these displaced persons. 

H.R. 12216: Title I, would among other things authorize FNMA 
to engage in interim financing by making short-term loans secured 
by FHA-insured or VA-guaranteed mortgages similar to the provi- 
sion in title II of H.R. 12153. We have the same objections to this 
proposal that we have already expressed in connection with the similar 
provisions in H.R. 12153. 

Federal mortgage investment companies: Title II of H.R. 12216 
authorizes the incorporation of Federal mortgage investment com- 
panies. These companies are to be privately owned. Their chief 
function is to be the origination, purchase, selling, and servicing of 
mortgages which are insured under the National Housing Act or 
insured or guaranteed under the Servicemen’s Readjustment Act. 

The funds with which these companies are to operate are to come 
from capital and the sale of debentures which cannot exceed 20 times 
the amount of the company’s capital stock. Although the chief func- 
tion of these companies is to invest in Government-backed mortgages, 
they may also invest in conventional mortgages up to the amount of 
their capital equity. 

The major aim of this act appears to be the creation of a mortgage 
bond which is expected to appeal to certain investors such as pension 
fund trustees, who at present do not consider individual mortgages a 
desirable form of investment. 

A preliminary examination of this bill indicates that the creation 
of the proposed Federal mortgage investment companies would un- 
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necessarily complicate an already very complex financial system. By 
selling bonds to the public these mortgage companies would compete 
with existing financial institutions which are already engaged in stim- 
ulating savings and in the investment of such savings in real estate 
mortgages. 

Since the chief aim of this bill seems to be to create an instrument 
of credit that would prove desirable to certain potential investors, it 
appears to us that it may be preferable to develop a stronger mortgage 
or an instrument of credit backed by mortgages within the present 
framework of the financial system. 

We have not had time, however, to study this proposal carefully, 
and before we can give it a constructive appraisal, we will need time 
to evaluate it and discuss it in the appropriate committees. 

While we have felt constrained to oppose certain provisions of the 
foregoing bills, we believe many of the other provisions are construc- 
tive and deserving of our support. The committee is to be particularly 
commended for presenting some new approaches to the problem of im- 
proving the liquidity and marketability of the mortgage instrument. 

Even though we as well as others may differ with certain facets of 
these proposals, they should stimulate all segments of the housing 
and home financing industries to direct their endeavors to the develop- 
ment of a sound and progressive program which will best serve the 
public. We are confident that the committee will afford all groups 
the opportunity for further study and the submission of ideas that 
result therefrom, before it recommends legislation. 

Thank you, Mr. Chairman. 

Mr. Rarns. Thank you, Mr. Bergmann. 

That is a very helpful presentation. I must say that I don’t find 
myself at too great variance with it, which is very pleasing to me. 
It is fair to say that a great many of these proposals that were intro- 
duced, some of them by request, were offered for the very purpose 
of encouraging testimony to the committee to see what we could do 
about them. I have learned much more about some of them from the 
witnesses than I had ever been able to learn before from just a careful 
study of the bills themselves. While I am not committed to every 
detail, I do think, however, that they are worthy of our careful 
attention. I was interested in what you said about a study that you 
had underway and we certainly hope, Doctor, that as soon as you get 
it finished that you will make it available to the committee and the 
committee’s staff so that we can keep up to date on the thinking that 
you have along that line. I have only one or two questions. One 
other thing I would like to say is after being on this committee for 
16 years T naturally have about learned the attitude of all of the 
groups in America as to what they think about pending legislation, 
and I am delighted to see the American bankers put real emphasis 
on their mortgage division and recognize that they are really an 
important part of the mortgage financi ing picture for homes in this 
country. I think you are all to be commended for that. 

Over on page 3 of your statement when I heard you say “4 years” I 
turned to the staff here and said, “That sounds all out of reason to 
me,” and we found it was a drafting error. We wouldn't go along with 
that. Two years is certainly sufficient. As for the amendment to 
permit 90 percent of replacement cost, I would feel exactly like you 
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that we would have to be careful about it and not let the same type 
of thing happen that happened under the 608 program. 

Now, one other comment. Everybody tells us that something has 
to be done about developing raw land. The truth is, we have found 
out that the greatest increase in cost of homes over the last few years, 
the greatest increase—I will name them in order: The first increase is 
the cost of land, the second is the cost of money, and the third is the 
cost of all of the things that go into a house. Mrs. Sullivan brought 
up the point this morning that we wouldn’t want to get engaged in a 
deal where the Government would guarantee the development of a 
cheap piece of land on liberal terms. If you have any more definite 
suggestions as to how we could throw safeguards around the proposed 
FHA land insurance program, we would like to have them in the form 
of a letter you could send to the committee. 

There is a real pressure, not only among the members of this com- 
mittee, but also among other Members of the Congress on this subject. 
They are all confronted with it. So you could be helpful if you 
could get us definite suggestions as to how we could safeguard it. It 
would be my feeling that first we should go in on an experimental 
basis and get the program underway to see how it would operate. 

Thank you gentlemen, each one of you. 

Do you have some further statement, Doctor ? 

Dr. Fiexner. No, while I was listening to you about the question 
as to raw land. I was thinking rather than beginning a program to 
undertake this on a large scale you might want to undertake an 
experimental program, possibly administered within a university, a 
very objective program of that kind and then after that enact legis- 
lation rather than before you have undertaken the research. That 
would be my only comment. 

Mr. Rarns. To say the least, we must proceed cautiously I am quite 
sure of that. 

Mrs. Sullivan ¢ 

Mrs. Suutivan. No questions, thank you. 

Mr. Rarns. Mr. Widnall ? 

Mr. Wipnati. Mr. Chairman, just a few comments and a couple 
of questions. 

Mr. Bergmann, I think you have made a very objective and con- 
structive statement and it is certainly welcomed by the members of 
the committee. 

Mr. Beremann. Thank you. 

Mr. Wipnaty. On section 108 you commented in a way that several 
other witnesses have commented, that the Commissioner should bear 
in mind that vacancies in projects of this size are more serious than 
they would be in larger projects. I am happy that you emphasize that 
because I think that it is something that we have to be very cautious 
about. Then also on section 110, I don’t believe any other witness has 
pointed this out: “The assumption here is that all such mortgages 
will be sold to FNMA and since this is not the case, such charges 
should not be included in the determination of the replacement cost.” 

I think that isa very wise statement. 

Mr. Rains. Where is that? 

Mr. Wipnatu. Page 4, section 1. Several other witnesses have 
commented also on title 1V, FHA insurance for site preparation and 
development and I know one is particular suggested a very cautious 
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beginning by the use of possibly a pilot project or two before getting 
into a full-scale operation. 

You said “our opinion is based upon the belief this is a new ven- 
ture and therefore it is wise to exercise some caution.” You were again 
emphasizing something some others have said which I think we should 
also bear in mind when we consider the legislation itself. 

I also liked the fact that when you were commenting on title IT, 
proposing 60-year, 2-percent loans for families, that you have some- 
thing constructive to add, when you say “perhaps salary limitations 
could be waived in the case of displaced persons.” It is helpful when 
people are not just negative but have alternative constructive proposals 
to make. 

We have been fortunate in these hearings in that respect. 

How do you appraise the current mortgage credit market ? 

Mr. Beremann. There is evidence of an easing in the mortgage 
market. Certain sections of the country, as you heard earlier from 
California expressed an easing. Dr. Flexner attended a workshop 
meeting in Chicago just 2 weeks ago and at that time too an easing 
was expressed, though I will have to admit that in this area I have 
seen no evidence of easing. 

Mr. Wipna.. Is that possibly because of the tremendous pressure 
for new building in the area as against some other sections in the 
United States? 

Mr. Beremann. I think so. Being in Washington, too, banks lend 
more in real estate than in any other sections of the country. Other 
than the Government that is our primary industry here. 

Mr. Wipnatu. Doctor, did you have some comment you wanted 
to make on that? 

Dr. Fiexner. Yes, I would like to comment on that. There are 
two very important reasons why easing of the mortgage market has 
already begun even though it isn’t reflected everyplace yet. One is, 
of course, that the large Government deficit of last year is now 
gradually being converted into a balanced budget, especially begin- 
ning right now, and this means that the demand for funds is not as 
great on the part of the Government as it was previously and secondly 
the flow of funds analysis indicates that business is not creating as 
heavy a demand for capital as had been anticipated late last fall, so 
that the easing on the capital market from these two sources is making 
funds more available in the area of housing. 

I think especially in the second half of this year this will be reflected 
everywhere; the ABA is sponsoring mortgage workshops all over 
the country. In November we were in New Orleans and everybody 
thought money was tight. We went to San Francisco in February 
and people were saying money is easing. We were in Chicago just 
a little over a week ago and people said, Yes, money is becoming 
easier. 

You can see it as you travel through the country in these work- 
shops, but I think the real evidence of it will not be felt until 
later this year. 

Mr. Wipnaty. Thank you. Now, one other question. Either one 
or two very prominent labor organizations have banks here in the 
Washington area. Are the interest rates that they charge on loans 
the same or comparable to those of other banks ? 
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Mr. Beremann. With respect to real estate loans; yes, they are 
a that is correct. 

r. WipNALL. Do you know about other personal loans, whether 
the terms are comparable or not? 

Mr. Beremann. I would say generally their rates are comparable to 
other lenders, to other banks that is. 

Mr. Wiwnatit. How many banks in the Washington area do labor 
organizations either control or participate in the control of now that 
you know of ? 

Mr. Bergmann. Just one. 

Mr. Wipwatt. I thought that there were several others. 

Thank you very much. 

Mr. Rains. Thank you, gentlemen, very much. We appreciate it. 
I will appreciate it and the committee staff will if you will give us 
something about that land business. We are going to ask the FHA 
also to give us specifications and what we have in the bill has been 
gone over by a great many people. Meantime, we want to express our 
appreciation for your willingness to work with us. 

Dr. Fiexner. We have found you, Mr. Chairman, very cooperative 
and very helpful in the past, and we certainly would like to do what 
We can to be helpful to you. 

Mr. Rarns. You have been very helpful. 

Thank you, gentlemen, very much. And thank you two good mem- 
bers for staying with us. 

This concludes the hearings. 

The committee is adjourned. 

(Whereupon, at 12:50 p.m., the committee was adjourned. ) 



























APPENDIX 


OFFICE OF THE MAYor, 
Crry oF St. Louis, Mo., 
June 1, 1960. 
Hon. ALBERT RAINS, 
U.S. House of Representatives, Washington, D.C. 


DEAR MR. Rains: I would like to emphasize my support for your proposal 
to provide low-rent private housing for displaced families. I heartily concur 
with your observation that the problem of relocating familites displaced by 
slum clearance may become the “Achilles heel” of our urban renewal program. 

Your idea of 60-year loans at 2 percent interest to nonprofit corporations 
would go far to meet the needs of those many families now caught in the gap 
between our inadequate supply of public housing for the lowest income groups 
and our inadequate supply of desirable private housing for those of somewhat 
higher income. This plan would make it possible to provide housing at rents as 
much as 40 percent below those under the FHA section 221 program. For ex- 
ampel a unit which cost $10,000 must be rented for approximately 084 a month 
under section 221, but the reduced mortgage payments which would be achieved 
by your proposal would make it possible to rent that very same unit for only 
about $52 a month. I do not need to tell you how important this saving of 
more than $30 a month is to a family of modest income. 

It has been claimed that the interest rate provided for in H.R. 12152 would 
provide a subsidy to these nonprofit sponsors. This may well be so, but if it is, 
such aid is fully justified in my mind in view of the heavy responsibility as- 
sumed by the Government under the programs which cause the displacement. 

At the same time may I urge you to make this enlightened program available 
to those families displaced not only by urban renewal but by other forms of 
govermental activity as well. Surely our responsibiilties to those other up- 
rooted families or equally great. 

Again, may I commend you for your imaginative and forward looking proposal 
to meet this growing need and I hope that the Congress will see fit to enact it 
into law this session. 

Sincerely yours, 
RAYMOND R. TUCKER, 
President, American Municipal Association. 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Washington, D.C., May 27, 1960. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, 
House Banking and Currency Committee, 
Washington, D.C. 


My Dear OoNGRESSMAN Ratns: Attached herewith is a copy of my state- 
ment, speaking officially for the membership of the National Federation of In- 
dependent Business by direct nationwide poll of our members on the subject 
matters before your committee. 

I want to reaffirm my conclusions that appear in the attached statement: 

“With the repeated majority opinions of our members, we do believe that the 
government which takes away in the public interest that which has been so 
laboriously built over the years should be equipped to restore, without undue 
hardship or delay, the opportunities of these business people in new locations. 
While it may not be within the province of your committee to act on these bills. 
we commend them to your interest as a body and as individual Members of 
Congress.” 

Mr. Chairman, would you have this letter and statement, with substantiating 
evidence, appear in that part of the hearing today as if I personally appeared 
and presented the oral statement? 

Thanking you for your usual cooperation, and with very high regards, 

Sincerely yours, 
GEORGE J. BuRGER, Vice President. 
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STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL FEDERATION OF 
INDEPENDENT BUSINESS 


I am George J. Burger, vice president in charge of legislative activities, 
National Federation of Independent Business, 740-742 Washington Building, 
Washington, D.C. 

We are a national organization composed exclusively of small, independent 
business and professional people. We have the largest directly supporting 
membership of any business organization in the country. Our members are 
found in almost all of the Nation’s 437 congressional districts, including Alaska 
and Hawaii. 

Our members directly determine our stands on legislation, by their majority 
votes in polls we take among them in our the Mandate. In each poll we state 
the issue, or the bill, and offer the strongest in factual arguments on both sides 
of each question, remaining neutral ourselves and permitting our members to 
make up their own minds. 

Our members receive their Mandates, read them, then vote and authenticate 
their ballots by signing them, in the privacy of their homes and offices. We do 
not see or touch the ballots at any point. Members channel them to their 
Congressmen through their fellow federation member district chairmen. These 
chairmen report results of the vote in any area to us. The sum of tabulations 
received from chairmen in our more than 2,500 chapters across the country deter- 
mines our stand. 

I might say that we are the only independent business, in fact the only business 
organization of our kind in the country, devoted to building a closer tie and 
understanding between independents and their Congressmen through the medium 
of signed ballot opinions. As a sidelight on our work, you may be interested 
to read the atached statement made recently in the Congressional Record by your 
colleague, the Honorable Harris B. McDowell, of Delaware. 

As to the business at hand, I am here today to advise you how our members 
feel about the problems facing independent business and professional people 
forced to uproot long established places of business due to Federal-State highway 
and Federal-State urban renewal programs, and to start out all over again in 
new locations. 

The best way for me to do this is to let you read for yourself Mandate polls 
we have taken among our membership on the subject of bills introduced into 
the Congress to provide Federal loan aid for businessmen forced to move their 
sites of operation due to either of these programs. 

As to these polls: 

In June of 1958 we polled our members as follows : 

3. S. 3434, S. 3791. Help when you're forced to move * * * permit Govern- 
ment to make 3 percent, 10-year loans to businessmen forced to move to new 
locations by roadbuilding and slum clearance programs (Senators Humphrey, 
of Minnesota, and Beall, of Maryland.) 

8. Argument for: Tens of thousands of American small businesses may be 
forced to move from their present sites in the next few years because of highway 
construction and city redevelopment. That’s what Senator Humphrey esti- 
mates. And he adds that constantly increasing costs for new sites and buildings 
will run far higher than the payments they get for their old property. Since 
the Federal Government is promoting these programs. Senators figure that 
Government in a sense is responsible, and should do something to make the moves 
by these firms as painless as possible. 

3. Argument against: Just another Federal spending program, that’s what 
this amounts to. If a fellow has a sound business, and he’s forced to move * * * 
if he needs money for the move * * * then private banks will advance him the 
funds he needs. In other words, if he’s a moneymaker he’ll get the money. 
Banks like nothing more than to put their funds on a winner. All this bill 
would do would be to prime the pump for someone who’s going under anyway. 
And that’s not only doing the public a disfavor, but also doing the businessman 
a disfavor. 

The following Mandate we reported the result of this poll: 

Here’s the national summary of votes on issues in Mandate 240. This has 
been sent to all Congressmen and Senators, all congressional committees, and 
all agencies and individuals in the executive branch of our Government, for their 
information. 
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[In percent] 











For Against No vote 
1. S. 3852. Curb price wars-.- - 59 36 5 
2. S. 3194. $10,000 tax allow ance for increased inventories_. -| 68 28 4 
3. S. 3434-S. 3791. Loans to help small firms forced to move by 
Federal construction programs. - -- 68 | 28 4 
4. o = Permit social security pensioners ‘to earn $1,800 | 
IDL... \iciine n'a dadatinseebhsitsebeababiendtenepapeaikedes! 81 | 17 2 
5. S. 5372. Permit States to regulate labor disputes. --.._...--- | 79 15 6 





Then again, in July of 1959 we polled our members as follows: 

4. S. 1340-H.R. 1067. Help when you you're forced to move * * * these bills 
would permit Government to make 38 percent 10-year loans to businessmen who 
are forced to move to new locations by Federal highway construction or Federal- 
State slum-clearance programs (Senator Humphrey, of Minnesota, and Repre- 
sentative Teller, of New York). 

4, Argument for S. 1340—-H.R. 1067: Tens of thousands of American small busi- 
nesses may be forced to move from their present sites in the next few years 
because of highway building and city redevelopment. Constantly increasing costs 
of new locations and buildings mean it will cost more to relocate than can be 
gotten for old land and buildings. This will put these firms in a tight, if not 
impossible bind. Since Federal Government is sponsoring these road and slum- 
clearance programs, and is forcing these firms to move, it should help them in 
their time of trouble. 

4. Argument against S. 1340-H.R. 1067: This is just another proposal for more 
Federal spending. If a fellow has a sound business and he’s forced to move, if he 
needs money for this move, he can get this either from private banks or from 
Small Business Administration on a regular basis. In short, if he’s a money- 
maker, he’ll get his funds. Banks like nothing more than to put their money on 
a winner * * * that’s how they make profits. All these bills would do would be 
to prime the pump for someone who is going under anyway. This does the public 
a disfavor. 

Again, in the following mandate we reported the result of this poll: 

Here’s the national summary of votes on issues in Mandate 249. This has 
been sent to all Congressmen and Senators, all congressional committees, and all 
agencies and individuals in the executive branch of our Government, for their 
information. It also has been sent to all State senators. 


[In percent] 











For Against No vote 
1. 8. 1923. Increase postal rates. _..............-.-- 20 78 2 
2. S. 1056, H.R. 4498. Government health insurance program 10 88 2 
3. H.R. 6191. Curb foreign aid___._.- 7 22 4 
4. S. 1340, H.R. 1067. Loans for firms forced to move by 
Federal highway and slum-clearance programs. _.._._-- 4a 47 t 
5. R. 378. Antitrust laws for labor unions - -__- Ritratbtanathan 95 4 1 














Yet again, in December of 1959 we polled our members as follows: 

3. S. 2149. Cost of relocating businesses * * * require Federal and State 
Governments to pay for costs of relocating businesses forced to move due to 
highway construction programs. (Senator Humphrey, Minnesota.) 

9. Argument for S. 2149: If the people, through their Government have a 
right to force a man to uproot his business, then they have a duty to make it 
possible for him to set up and operate elsewhere. Present Federal-State high- 
way programs are changing the faces of entire neighborhoods. In many cases, 
long-established merchants are being compelled to pick up and start anew. On 
top of this, payments they get for their old properties are as pennies when com- 
pared with the costs of buying new property and buildings. They’re asking for 
fair treatment, and this bill would give it to them. 

3. Argument against S. 2149: If the people were forced to compensate every 
individual for the sacrifices imposed on him by their laws, through their govern- 
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ment, there’d be no end to Federal spending. How about the families of men 
killed defending their country? Are these people being paid fully for earnings 
lost through their dead breadwinners? How about men and women injured 
and maimed‘in national defense? Do their pensions equal earnings they: might 
anticipate if healthy? Certainly there’s sympathy for business people forced 
to moved, but they can’t expect more than they can get through due process of 
law. 

Again, in the following Mandate we reported the result of this poll: 

Here’s the national summary of votes on issues in Mandate 253. This has 
been sent to all Congressman and Senators, all congressional committees, and 
all agencies and individuals in the executive branch of our Government, for 
their information. It also has been sent to all State senators. 








{In percent | 
For Against No vote 
1. Congress assure business freedom in hiring policies_-------- 96 3 1 
2. H.R. 144. Prohibit Federal spending from exceeding 
Oe Se RE SS ES ae en SS Fs ey 88 9 3 
3. S. 2149. Make State, Federal Governments pay for re- 
ao eens RET. Lag al ie 62 32 6 
4. H.R. 8844, ‘‘Stop orders” in antitrust cases__...........--- 61 28 ll 
Danes cee, “RD RNOIN OL ODONB. oo... 5. ncn a cn nnsncens 89 7 4 














In short, in thousands of personally signed ballots they have sent to their 
Congressmen over a 3-year period, a definite majority of our members, some of 
them your own constituents, some of them with definite highway and urban 
renewal relocation problems, have declared flatly and forcibly their opinion that 
a government which forces a man to uproot a long-established business and stuart 
all over again in a new location should assume the burden of assisting in this 
process by loans where necessary. 

Now let’s put a little flesh and blood on this problem, perhaps to make it 
more understandable. In our files we have letters from business men and women 
already facing these relocation problems. One that comes most forcibly to mind 
is that involving member Mrs. Mary A. Svetek, who owns and operates a funeral 
home at 478 East 152d Street, Cleveland, Ohio. 

On September 30, 1959, this lady wrote to us advising that she was being 
forced to move due to freeway construction. In her letter she said: “I have 
been established at the present location for 32 years. It took years of starva- 
tion, and I mean starvation, to establish ourselves in business here * * *. 
Through all these years every cent we made was reinvested back into our busi- 
ness, into our property, into our advertising of location, and into community 
welfare. If you are at all familiar with funeral homes, you must know they 
are quite an investment * * * from $100,000 to $500,000. The ax is suspended 
above me now, and upon prying into city hall on what I am to expect, I am 
told that at most I can expect $50,000 with no provision made for loss of busi- 
ness, moving expenses, or damage to my property * * * $50,000 is like a pebble 
in a bucket. To reestablish myself to make way for the freeway and again 
throw myself into debt which I will never pay up in my lifetime is not to be 
thought of. To fold up and live on $50,000 for the rest of my life will leave me 
a bitter person toward country and State.” 

We wrote to her with the best advice we could offer, and on October 10, 1959, 
Mrs. Svetek replied: “Through my attorney I have received an offer only one- 
third of the valuation of my property, and the front end of another, to boot, 
so that not only will ruin me financially at the funeral home and offer me a 
pittance but steal and ruin the other. I could not replace the funeral home for 
less than three to four times the price offered. I have written to Congress 
(man) * * * and (have been) advised that I negotiate with them and then go 
to court, but you know what that means, that first of all I work all my life to 
pay for what I now have, which is satisfactory property and just what I need 
as is, to operate my business. Then to get more from the freeway people to get 
what is rightfully mine, I give the biggest portion to my attorneys. Last of all, 
I gamble on what is left, with a changed neighborhood, and go into debt which 
I did not have to have, since it was unnecessary as far as I am concerned, and 
will not promote my business, as I could take care of that business right where 
I now am without any weight of a debt on my shoulders. Besides, I am not a 
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young woman, and * * * I feel as if the freeway people are spitting at my 
life’s work and throwing it down the drain like so much garbage. The methods 
the freeway people have used up until now are not too different from what we 
read of in Europe for they use threats of confiscating what they want, and then 
fighting the people in the courts, threatening that they can keep the case going 
99 years which will outlast the life of the owner * * *.” 

More corerspondence, and then on Thanksgiving Eve of 1959 came the follow- 
ing from her: “And so, as I have done in the past, I resort to my prayers, while 
I try to keep my chin up and hope that a way will be found soon for the building 
next door is about to be demolished. The neighborhood to the right of me looks 
actually spooky day and night, making it doubly hard to feel cheerful and 
courageous, and that I must be if I am to keep the business going while I am 
brazenly denying to the public that my property is going like the rest. It is 
sinful to lie, but it is (business) suicide to tell the truth, so I hope the Lord 
will forgive me.” 

Then, on December 26, 1959, came the following (after we had written to her 
about Senator Humphrey’s bill): “The only help that could come is if they 
would get busy on that bill, but we expect things to move pretty fast here now, 
and perhaps since it might prove to be too late for me, it may help someone 
else in the future. At least, I will have the knowledge that you have all tried 
to help.” 

And on January 12, 1960, came the following: “My attorney (has) brought 
over the first papers pertaining to the front of my parking lot which I wrote 
you about previously might happen and has, which the freeway wants and 
demands. ‘This is like the salesman injecting his foot in the doorway before the 
whole of him comes in and takes over. Next is my funeral home. If I can make 
the appointment, I will see the best lawyer in town * * * and pray * * *, Now 
I am asking the Lord to do His stuff, and even though I do admit I’ve eried, I 
have to put my trust in Him.” 

Several other letters followed, and then on May 10, 1960, Mrs. Svetek wrote: 
“The freeway people have the properties on both sides of me, one down and one 
to go. We are dickering with them and getting nowhere and waiting for the 
case to come into court. In the meantime my business is hobbling along on one 
leg, which surprises me that it is even in existence since the pounding is so 
severe that the cement is cracking, the building is shaking so severely that I 
ean hardly keep baskets of flowers standing up in the chapels. And when the 
noise comes so loud that it hurts the eardrums everyone runs out of the chapels 
wondering if an A-bomb is descending on us, and that is not a joke.” 

This, then, is the story of one businesswoman, fighting to hold on to what 
she has built over a period of 32 years, holding on with little more than hope and 
courage. According to Senator Humphrey, there could be more than 500,000 
more of her facing similar problems due to highway and urban renewal projects 
in the years ahead. Let her story speak for them. 

With her, and with the repeated majority opinions of our Members, we do 
believe that the Government which takes away in the public interest that which 
has been so laboriously built over the years should be equipped to restore, without 
undue hardship or delay, the opportunities of these business people in new loca- 
tions. While it may not be within the province of your committee to act on 
these bills, we commend them to your interest as a body and as individual 
Members of the Congress. 


STATEMENT OF MAYOR GEORGE CHRISTOPHER, CITY AND COUNTY OF SAN FRANCISCO 


San Francisco is making noteworthy progress in the redevelopment of its pro- 
duce market area, known in the community as the Golden Gateway. Plans have 
been promptly prepared, the city is investing substantial cash in supporting facil- 
ities, acquisitions are underway, developers of strength and competence have 
come forward to build in the area the many apartments, garage facilities, and 
office buildings needed by the city. Strong community support for the project 
exists. 

The project is seriously needed in view of the shortage of residences in the 
city and the loss of industries from freeways and other public works. 

The tax base is also a consideration in view of the fact that San Francisco's 
rates have been increasing, and this project, when completed, will help to reduce 
or reverse the trend. 

However, much of this progress will be retarded if relocation of families and 
industries out of the produce area is not made promptly and with greater equity. 
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Although families and single persons are involved, the immediate problem is one 
of industrial relocation. The city has undertaken to assist the produce industry 
and other businesses reestablish themselves, but it has no answer to those indus- 
tries which are not highly profitable, but which must undergo relocation costs 
substantially in excess of the present allowances under the Housing Act of 1949, 
as amended. The printing industry in particular has higher costs than the 
$3,000 maximum now allowed in terms of Federal grant payments. In some 
instances moving costs will exceed $12,000 per plant. 

It is our view that with other expenditures the city and county is making, it 
would be preferable for the Federal Government to assume the full relocation 
eosts within the limits proposed by this bill. However, if this is not feasible, I 
would certainly add my support to Senate bill 8042, because where displacement 
of families and businesses is concerned, I do not believe the question of full or 
partial assumption of the relocation cost by Federal grant should be allowed 
to stand in the way of fairer treatment of affected residents and businesses. 


PLANNING & URBAN RENEWAL ASSOCIATION, 
May 24, 1960. 
Mr. MAvuRICcE J. SHEAN, 
Federal Legislative Representative, 
City and County of San Francisco, 
Washington, D.C. 


DeaR Mr. SHEAN: This is in reference to the mayor’s statement concerning 
the question of relocation payments for families and businesses in redevelop- 
ment areas. It also refers to bill S. 3042 proposed by Senator Javits. We wish 
to inform you that the San Francisco Planning & Urban Renewal Association 
supports the position taken by the mayor and the redevelopment agency and 
endorses his statement for the record. We request that our position be included 
in the hearing record. 

We particularly wish to reaffirm the mayor’s statement that many of the 
industries will be faced with relocation and moving costs in excess of $12,000 
per plant. We also wish to amplify the mayor’s position that we would prefer 
a straight increase in the Federal grant, but in lieu of that we certainly support 
Senate bill 3042. We hope that you will forward our remarks to the Senate 
committee concerned with this hearing and that the Congressmen and Senators 
through a copy of this letter will urge the early adoption of Senate bill 3042. 

Sincerely yours, 
JOHN L. MERRILL, President. 


NATIONAL FARMERS UNION, 
Washington, D.C., May 26, 1960. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing of House Committee on Banking and 
Currency, House Office Building, Washington, D.C. 

DEAR CONGRESSMAN RAINS: We respectfully request that this letter be made 
a part of the hearings of the subcommittee on housing. 

We have studied the bills under consideration in the House and Senate to 
consolidate authorities of the Farmers Home Administration. Except for the 
matters discussed in a statement presented to Agricultural Committees in the 
House and Senate regarding these bills, we in general support efforts to con- 
solidate Farmers Home Administration programs. However, there is one aspect 
of the consolidation in which the Banking and Currency Committee has an 
interest and which we feel would weaken the real estate loan program as now 
constituted in legislation and as administered by the Farmers Home Administra- 
tion. 

The elimination of the program administered under the authority of title V 
of the Housing Act of 1949 severely weakens the real estate loan program of 
the Farmers Home Administration which has served many farm and rural fam- 
ilies who are unable to get needed housing credit from conventional creditors. 
Under title V of the Housing Act of 1949, 100 percent loans at 4 percent interest 
may be made to farmers who produce $400 worth of agricultural commodities 
based on 1944 commodity prices. The elimination of this program would leave 
many rural-farm families, who do not farm full time but who operate subsis- 
tence units to complement work off the farm, without housing credit. 
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It is our understanding that the administration proposes to try to meet the 
housing needs of farmers from title I of the Bankhead-Jones authority. Title I 
of the Bankhead-Jones Act provides that housing loans not be made beyond 90 
percent of the value of the normal market value. For example, a farmer wishes 
to build an $8,000 house on his farm, which has a market value of $10,000 as 
developed and a nominal market value of $7,000, the loan value would be limited 
to 90 percent of the normal market value which would be $6,300. This would 
mean the applicant would be required to put up $1,700 to acquire the $8,000 
loan. If there is an outstanding debt against this farm (for example, in the 
amount of $2,000), the amount that could be borrowed by the applicant, under 
title I, would be $6,300 less the $2,000 which would be only $4,300 from which 
to construct the $8,000 house. We do not believe that under this kind of a 
program that there would be many farmer-applicants who could build needed 
family housing. 

We should like to point to the fact that the repayment record of title V hous- 
ing loan program is excellent. We believe that close examination of this record 
will show that over the Nation as a whole the Government has not lost anything, 
that funds have been repaid with virtually no loss and with interest. And when 
consideration is given to the fact that these loans have been made to families 
who are unable to obtain conventional credit, the achievement is even more 
outstanding. 

We urge the Subcommittee on Housing and the Committee on Banking and 
Currency to give consideration to the view expressed herein and to preserve 
the legislative authority under which this vitally needed housing program is 
carried on. We should like to propose for the consideration of the committee 
that the title V program be transferred to an agency of Government such as the 
Housing and Home Finance Agency where administration would be sympathetic 
if the Department of Agriculture insists on eliminating the program as it has 
been administered under title V. 

Sincerely, 
REUBEN JOHNSON, Coordinator. 


AMERICAN INSTITUTE OF PLANNERS, 
Washington, D.C., May 18, 1960. 
Representative ALBERT RAINS, 
Chairman, Subcommittee on Housing, 
Committee on Banking and Currency, 
U.S. House of Representatives, Washington, D.C. 


DeArR Mr. Rains: The American Institute of Planners desires to make known 
to the Committee on Banking and Currency its support of several features of 
pending housing and urban redevelopment legislation. The institute is the pro- 
fessional society of city and regional planners in the United States. Its 2,500 
members account for the professional planning staff in city planning, housing, 
and urban renewal agencies in American communities who have the primary 
responsibility for planning local and State and federally aided programs of 
planning, urban development, and urban renewal. Other members of the insti- 
tute in private practice serve as consultants to local, State, and Federal agencies 
on problems of city planning and urban renewal. Their experience with these 
programs at all levels of government and in all parts of the country is reflected 
in our views concerning the importance of pending legislation. 

The American Institute of Planners does not support any particular bill which 
has been available for study and that is before the committee. It does urge 
congressional enactment of a number of measures which appear in varying forms 
in several of the bills pending before the committee, and on which the institute has 
formally adopted resolutions. The institute recognizes the urgent need for the 
expansion of private residential construction, the expansion and improvement of 
the present urban renewal program, the need for continuing and enlarging the 
program of planning assistance, the need for additional measures of aid to mid- 
dle-income families and to low-income families particularly in the provision of 
relocation housing, and the special needs of housing for the elderly and for aids 
to colleges and universities for housing. It also recognizes that an expanded 
program of research on the problems of city development and a new program for 
the training of additional specialists in housing, urban renewal, and city planning 
are essential to the progress of American cities. This statement seeks to em- 
phasize those aspects of a broad program of aid to cities which appear to be of 
the greatest importance at the present time. This emphasis should not be con- 
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strued to indicate our lack of interest or concern with other aspects of pending 
legislation. 

The program of assistance to local, urban, and metropolitan planning author- 
ized under section 701 of the Housing Act of 1954, and amended by subsequent 
acts, has been one of the most significant Federal aid programs and one whose 
cost has been minute compared to its widespread benefits. Under this program 
hundreds of American communities, for the first time, have developed or are 
developing master plans for their growth and renewal. At comparatively small 
cost, the program has stimulated action by hundreds of local governments of 
direct benefit to programs of private housing, urban renewal, transportation, 
and the like, whether locally financed or financed with one or another of the aids 
authorized by the Federal Government. Furthermore, the 701 program is proving 
to be a most effective means for coordinating these several programs. It is ob- 
vious that programs of urban renewal, suburban development, and transportation 
development must be coordinated by some agency of local government. Regret- 
ably, Federal and State agencies have to date been unable to provide such coordi- 
nation in any effective way. Further, local governments are best equipped to 
coordinate these several programs because only local governments can be sensi- 
tive to the full impact of these programs on the community and to the waste and 
duplication of effort resulting from failure to coordinate. 

The comprehensive planning program is the only means through which the 
various activities concerned with urban development and renewal can be coordi- 
nated to produce the maximum benefit to a local area at minimum costs. It is 
for this reason that the program of grants under section 701 has proved to be so 
valuable to American communities. Last year the Congress authorized an ex- 
tension of the program to include similar grants-in-aid to State planning. This 
program has scarcely gotten under way, although the prospective demands of 
State governments under it do not appear to have been taken into consideration 
in pending budget requests. 

We have an immediate concern with the 701 program: The size of the authori- 
zation. At the present time there appears to be a total of less than $5 million 
available as a result of the recent appropriation of funds and carryovers from 
previous appropriations. We believe that American local governments are pre- 
pared to match Federal grants up to an amount of approximately $10 million 
per year. This is a tiny amount when compared with the hundreds of millions 
involved in aids for urban renewal and the billions involved in mortgage insur- 
ance and guarantee programs and in Federal aids for highway development. 
We therefore believe that, as a minimum, the 701 program should be authorized 
at the rate of $10 million per year for a 10-year period, so as to assure a continu- 
ing, long-range program of advanced planning on the part of local governments. 
During the next few years we expect that the development of State programs 
of planning and particularly the development of metropolitan plans should 
receive considerable emphasis as local, municipal, and county programs continue. 
Probably the development of metropolitan plans is the most urgent single task 
before local governments. Since metropolitan agencies for planning do not exist 
yet in most metropolitan areas it is particularly important that Federal assist- 
ance be available in ample amount as a stimulus to the establishment of such 
agencies and to the development of metropolitan plans. Other incentives toward 
local metropolitan planning should be built into programs of aid, particularly to 
housing and highway development. 

Any Federal program which supports the development of housing through 
the guarantee of site development loans should include provisions to insure that 
the local community’s appropriate planning objectives will be met by the design 
of the mortgaged facilities. 

A second area of interest is in the urban renewal program. This program, 
too, has launched nationwide efforts by local communities to rebuild, rehabili- 
tate, and conserve existing urban areas, to eliminate slums, and to facilitate the 
changes in land use necessary in a rapidly developing, healthy economy. We call 
attention to the fact that from two-thirds to three-quarters of the American 
people live in urban areas which are the primary sources of our wealth and 
national strength. Unless these areas can be modernized and made to serve the 
expanding and changing needs of the American economy we are likely to find 
our economy progressively afflicted with inefficiencies and high costs resulting 
from archaic city structures. The recent extensions of the urban renewal 
program to include the redevelopment of industrial districts are particularly 
vital to this economy. 
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At the present time we are advised that local governments are submitting 
applications for Federal aid at the rate of approximately $500 million to $600 
million a year. In numerous instances local renewal efforts are being held up 
because of limitations in the Federal grant authorizations. These limitations 
have forced the urban renewal administration to impose rationing under various 
guises with the result that those cities which are best prepared and most eager 
to proceed with renewal find themselves up against fund limits which are now 
seriously hampering their programs. 

We should recognize that local governments face major problems in carrying 
out urban renewal programs. Limited fiscal resources and intense competing 
demands for funds require that difficult choices be made locally. Under these 
circumstances we believe it essential that the Federal aid for renewal be made 
available on a continuing basis and in adequate amounts to meet local needs. 

Finally, we call attention to the very long time necessary for the adequate 
planning of urban renewal projects. Under normal circumstances, after local 
organization has been achieved and necessary statutes tested in the courts, 
3 to 5 years more are involved from the beginning of the planning effort to the 
point at which land is cleared and reconstruction is begun. These long planning 
and development periods cannot and should not be shortened. They are neces- 
sary to assure adequate planning, to provide adequate time for consultation 
with affected business and citizen groups, and to assure that the renewal plan 
is economically sound. Furthermore, local governments must arrange their 
capital budgets to coincide with urban-renewal-project development. Often 
this involves the passage of bond issues or other measures to provide local 
matching funds and these are obviously not adopted overnight. Because of the 
long time periods involved in renewal planning, it is essential that the Congress 
adopt a long-range program which can give local governments assurance that 
projects begun this year can be financed when they reach the development stage 
3 to 5 years hence. Furthermore, communitywide renewal plans are now under 
preparation in many communities pursuant to the authorization granted in the 
1959 act. These programs will enable local governments to schedule their 
renewal requirements through the next decade and to look to the day when 
American cities can be rid of slums and blighted areas. Again the accomplish- 
ment of these worthy objectives will require assurance that Federal funds will 
be available for at least a decade to permit communities to launch long-range 
planning and long-range programing. 

For all of these reasons we urge that the Congress authorize a 10-year program 
of grants for urban renewal at the rate of $600 million per year. These funds 
will not become actual Federal obligations for many years, but an authorization 
at the present time is necessary in order to permit communities to embark on 
long-range programs for the elimination of blighted areas. We believe that a 
10-year authorization is entirely consistent with the spirit of the original act, 
and that an authorization at the rate of $600 million per year corresponds to the 
present capacity of local governments to plan and undertake urban renewal 
projects. We also support changes in the present language of the title to 
facilitate the planning of renewal projects in the areas of universities and other 
institutions which generate markets for urban renewal efforts. 

As we have noted above, the coordination of Federal aids to urban areas is 
one of the most pressing problems of our time. For this reason we urge the 
establishment of a Federal Department of Urban Development and Housing 
as a major means for securing, first, the coordination of Federal programs of 
aid to local government, and, secondly, a Federal agency to which urban areas 
can look for assistance in securing the maximum benefit from aid programs. 
As we have already noted, our cities and urban areas now account for two-thirds 
or more of our national population and most of our productive enterprise. Farm 
areas, the West, business, and labor have long since been represented in the 
national cabinet by agencies which serve to coordinate the various interests of 
the Federal Government as they affect these special areas and subjects. Our 
cities urgently need a similar coordinating and representing department in the 
Federal Government for the most important of our national interests, those 
which are vested in cities. We understand that this question may properly be 
the concern of other committees of Congress, but because of the intimate rela- 
tionship between other programs and programs of housing and urban renewal 
we believe it essential that the need for a Federal Department of Urban De- 
ek a and Housing be stressed in any consideration of housing and renewal 
egislation, 
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Closely related to these coordinating efforts is the need for a substantial in- 
crease in Federal expenditures for research on housing and other urban prob- 
lems and the adoption of a program of scholarships and fellowships to train 
professional technicians in these fields. Our Nation has been spending over 
$200 million a year on agricultural research. This investment has been so pro- 
ductive that the Nation is temporarily embarrassed with agricultural surpluses. 
There has been no comparable investment in research on urban problems despite 
the fact that it is clear that research and technological development have been 
the primary sources of our national progress and national wealth. We believe 
that a broad program to encourage research in housing, urban land use, the 
problems of industrial development in cities, and the problems of transportation 
as they affect urban growth and structure are so vital that they should take 
priority over grant-in-aid programs. Are we well advised to invest hundreds 
of millions of dollars in housing unless at the same time we invest a few mil- 
lions in trying to improve the technology and marketing of housing through 
research? Local governments are unable to carry out the kind of broad re- 
search effort, utilizing the resources of colleges and universities, which the 
Federal Government has conducted for nearly a hundred years in agriculture. 
Federal aid has proven to be an efficient and essential means for the undertaking 
of such a program. 

We call attention to the fact that there is an acute shortage of trained spe- 
cialists in housing and city planning. More than 25 colleges and universities 
now offer graduate programs in these fields. The number of students which 
they attract is far short of the number which are needed to fill positions open in 
local government and private consulting offices. In part this shortage arises 
from the newness of the field, but in part it also results from the competitive 
advantages which other, older disciplines have in the academic marketplace. 
Federal aids, for instance, are available to provide scholarships for graduate 
training in medicine, public health, physics, chemistry, and other older dis- 
ciplines. These, and private funds in older fields naturally attract able students 
and help those who lack financial resources to obtain graduate education. Com- 
parable aids should be available for graduate training in city planning and 
housing. We believe that a comparatively modest program of scholarships 
and fellowships of the order of half a million dollars per year could rectify 
this need within a few years and could overcome one of the major impediments 
to local housing, renewal, and urban development planning. 

Finally, we should note the need for a decisive expansion of Federal aids to 
housing. This need is most acute in the fields of housing of middle and low 
income families. Our present urban renewal programs and especially the urban 
highway program and displacing tens of thousands of families of moderate and 
low income who cannot afford the purchase or rental of new private housing. 
The total level of private housing construction is inadequate to meet both the 
needs of an expanding population and the additional need of providing replace- 
ment housing for those now located in areas subject to clearance programs for 
various public purposes. We will be unable to replace substandard housing, to 
accommodate the relocation of families, and to improve our housing stock until 
much larger programs of housing for middle and low income families have 
been developed and made effective. For these reasons we strenuously urge the 
adoption of a new program of aid to private middle income housing. At differ- 
ent times during the last decade several proposals have been introduced. The 
principles are clear; what is needed is a program of loans at interest rates 
substantially below market rates for families who cannot afford private housing 
at conventional market rates. We believe that such a program could be launched 
in a manner so as to assure maximum participation by private building organiza- 
tions, so as to prevent competition with the private mortgage market, and so as 
to permit families who are now priced out of the market to participate in it more 
fully. Closely related is the need for an expansion of the program of low rent 
public housing. In every community there are thousands of families whose 
income is far too low to be accommodated in decent housing under private 
auspices even with the type of aids discussed above for middle income housing. 
The public housing program has proven to be an effective means for meeting 
some of these needs and appears to be in the process of modification to serve a 
broader range of needs. It must be continued and expanded if urban objectives 
in housing and renewal are to be fulfilled. We also note that comparable aids, 
public and private, are needed to take care of the special needs of the aged and of 
our rapidly expanding population of college students. 
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Finally, pending bills provide for a continuation and modification of our sys- 
tems of insurance and secondary market support for private housing. As we 
have noted, every effort must be made to expand private production of sales and 
rental housing to meet the needs of an expanding population and to replace 
presently substandard residential areas. While Federal aid programs have 
worked most successfully in the field of single, detached suburban homes for 
sale to higher income families, they have been less successful in the production 
of rental housing in central cities and cooperative housing in both central 
and suburban areas, relocation housing, and housing in renewal areas. We hope 
that these programs can be made more effective since they are especially im- 
portant in the reuse of urban renewal sites and especially important in the re- 
construction of central city areas. 

Very truly yours, 
JHARLES A. BLESSING, President. 


STATEMENT BY PHILIP WILL, JR., PRESIDENT, THE AMERICAN INSTITUTE OF 
ARCHITECTS 


The American Institute of Architects is the professional organization repre- 
senting 13,400 members in the United States. In recent years the architects of 
the United States in convention assembled have voiced their support for the 
development of an improved series of housing and urban renewal programs in 
the United States. AIA representatives have supported housing programs in 
appearances before House committees. Most recent were the appearances of 
Messrs. Carl Feiss, J. Roy Carroll, Jr., and Edmund R. Purves on January 23, 
1959, before the Senate committee. Resolutions affecting and demonstrating 
the policy interest of the institute have also been submitted to congressional 
committees from time to time on the subject of public housing and urban re- 
newal and the establishment of a department of urban affairs. 

The AIA consistently has been concerned with the plight of the American 
cities, the disintegration of the central portions of American cities, the spread 
of urban blight and sprawl, and the lack of sound and consistent metropolitan 
regional planning development. The AIA recognizes that the tremendous ex- 
pansion of the number of families anticipated in the next 25 and 30 years will 
practically require a doubling of the number of dwelling units presently avail- 
able in the United States. We consider as unrealistic and unfortunate any ef- 
forts to reduce the number of housing starts at this time considering the present 
and future immediate needs of the people of the United States for decent and 
adequate housing properly located in relation to community facilities and serv- 
ices. We also recognize that there is a threat to the satisfying of the require- 
ments of community facilities and services which must be built to meet the 
essential new dwelling unit count throughout the country. This threat lies in 
the financial capacity of urban places to meet through normal tax levies and 
other sources of revenue the demands which will be placed on already over- 
burdened municipal government. 

The ATA has dedicated itself to building better American cities and to assisting 
Federal, State, and local governments in every way possible to bring this about. 
We therefore urge consideration by the Congress of the following salient pro- 
grams: 

1. There should be no diminution in housing starts per annum. On the con- 
trary, every effort should be made through Federal encouragement to increase 
housing starts for all types of dwelling units to no less than 144 million per 
annum for the next 10 years. 

2. The urban renewal program should receive all the funds which it requires 
in both capital grants and loans. The urban renewal program should no longer 
be restricted by housing eligibility criteria. Balanced urban development and 
redevelopment calls for urban renewal of a wide variety of types to provide in- 
creased employment potential and improved tax basis for localities in areas pres- 
ently deteriorated or deteriorating. Therefore the AIA urges that the basic 
criteria to be used in urban renewal be related to the identification of the public 
purpose behind the renewal activity as exemplified by a locally acceptable gen- 
eral plan and community renewal plan, the identification of relocation potential 
for all displaced uses, the identification of market for proposed reuses, and the 
close relationship of the proposed reuse plans to a public works program for the 
locality and the workable program. 
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We recognize the essentiality of adequate relocation housing, supplementary 
to public housing to keep all programs moving. 

The 10 years past experience with slum clearance, urban redevelopment, and 
urban renewal now provides every evidence that this activity can graduate into 
the maturity of comprehensive and citywide renewal programs. 

8. The AIA continues to support the local planning and State planning assist- 
ance pregrams and the metropolitan regional planning programs as presently 
available in the section 701 of the Housing Act of 1959. However, it recommends 
new legislation to provide for a major all-out attack on urban sprawl, the pres- 
ervation of open space, the adequate planning and replanning of highways and 
street systems as they affect areas subject to urbanization, in relation to general 
plans for the locality and the provision of funds where necessary for advance 
planning of open spaces in danger of subdivision laceration and land pollution. 

4. The AIA recommends consideration by the Congress of a new towns plan- 
ning program similar to programs presently available and successfully executed 
in Great Britain and Scandinavia. No such programs are presently underway 
in the United States. 

5. The AIA consistently has supported public housing in the United States but 
deplores the planning criteria, administrative attitudes, and the redtape that has 
bogged down and defeated the program in recent years. 

6. The AIA favors an expanded program of housing for the elderly. 

7. The AIA has supported and continues to support the college housing pro- 
gram which has been successfully carried and has provided so many beneficial 
results throughout the country. The need for space in our colleges and universi- 
ties is rapidly increasing and the AIA feels that if America is to keep its techni- 
cal and educational standards at the highest possible level, the college housing 
program can do much to support future educational effort. 

8. The AIA has supported and continues to support the early establishment of 
a department of urban affairs or its equivalent. In the meantime, it recom- 
mends legislation for the study of the best means of carrying out a program 
which will place before the Congress of the people of the United States the prob- 
lems of urban places at the same level that the problems of other aspects of the 
physical development of the country are presently located. Due to the accelerat- 
ing urbanization of the Nation, it feels that a Cabinet position is ultimately 
demanded. At this time it recognizes that so complex a problem will need further 
study and urges on the Congress that it pass legislation providing funds for the 
detailed study and recommendations required to achieve a workable scheme for 
this purpose. 

Please be assured that the AIA is at all times at your service. 


NATIONAL LUMBER MANUFACTURERS ASSOCIATION, 
Washington, D.C., May 31, 1960. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
House Office Building, Washington, D.C. 


DEAR REPRESENTATIVE RatIns: The lumber manufacturing industry is vitally 
interested in all housing legislation since the largest single consumer of lumber 
in the United States is the homebuilding industry. Moreover, the housing 
industry affords employment for more than 2 million workers annually and is 
thus a significant segment of our national economy. We therefore welcome this 
opportunity to express our views on the several bills pending before your 
subcommittee. 

While our industry would appear to be the recipient of some short-term benefits 
as a result of broader direct intervention by the Federal Government in the 
housing field, we are convinced that the long-range welfare of lumber manufac- 
turers as well as the entire Nation will come from a stable growth in housing 
based on continued reliance on private enterprise. Allocation of the wealth 
of our citizens by Government agency determination rather by individual choice 
is, in our judgment, the very antithesis of our American heritage of individual 
freedom. Therefore, we believe that the role of the Federal Government in the 
housing field should be limited to complementing the activities of groups and 
individuals in the private sector of our economy. The uses of tax funds col- 
lected from all citizens to compete with private investment channels must be 
avoided. Experience has shown us that the substitution of tax moneys for 
privately invested funds seldom increases the total funds available for housing, 
but merely shifts them ino other markets. 
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Our industry supports the concept of insured home mortgages as administered 
by the FHA. No serious student of housing financing can question the soundness 
of a self-supporting mortgage insurance program. We therefore urge that the 
Congress avoid precipitous action that would undermine the integrity of the 
FHA program. We have recently made these views known to the Senate 
Appropriations Committee. ' 

It is important to note, we believe, that conventionally financed housing con- 
tinues to represent the vast majority of all housing starts. It is this segment 
of the industry that maintains the steady growth that is to be desired for all of it. 

Some advocates of vast new Federal assistance to the housing industry seem 
to be viewing the present situation entirely out of perspective. To determine 
how many new housing starts will be built this year, it is appropriate to make a 
comparison with an earlier homebuilding year that has characteristics similar 
to 1960. Toward the end of 1959 it was generally predicted that the rate of 
housing starts would be comparatively slow in the beginning months of 1960 
but then would improve to result in an auuual total of approximately 1,200,000 
units. The average seasonally adjusted annual rate during the first 4 months 
of 1960 has been 1.1 million units—very close to the rate in the beginning months 
of 1954. During 1954, the annual rate did not reach a 1.2 million unit rate 
until July, and a gradual improvement during the remaining months of that 
year brought the 1954 total of actual stars to 1,220,000 units. Even during the 
more recent year of 1958, housing starts in the beginning months averaged less 
than a million annual rate, but the recovery which began in August of that year 
resulted in a total of 1,209,000 nonfarm units started. 

A number of factors contributed to the less optimistic outlook in the early 
months of this year as compared to last year. Severe winter weather throughout 
most of the country, a tight mortgage money situation, and an apparent hesitancy 
in the general economy all contributed to a doubtful future. In recent weeks, 
however, better weather conditions and a reported easing of money markets, 
have done much to brighten the outlook. Housing and Home Finance Admin- 
istrator Norman Mason recently predicted that 1960's total housing production 
won't top the 1959 output but that more homes will be built in the last 6 months 
of this year than in the same period of last year. This would mean, in effect,. 
that the annual homebuilding rate in the latter half of 1960 will exceed an 
average annual rate of 1,300,000 units. Thus, 1960 shows promise of exceeding 
all previous years in new housing starts, except for the record years of 1950, 
1955, and 1959. 

In view of this forecast, we urge extreme caution is avoiding hasty action 
during the closing days of this Congress that would establish unsound programs 
in the housing field. 

Public housing necessarily involves elements of charity and, if needed, should 
be provided for by local or State governments which are in the best position to 
evaluate the needs. It is apparent to us that the merits of this position have 
been established by the experience with the Federal Government’s public housing 
program in the past. 

Finally, at this time when tremendous demands are made upon our National 
Government to supply solutions for almost every conceivable problem confronting 
our Nation, we urge the Congress to exercise that kind of restrain that will protect 
the integrity of our economy by insisting upon a balanced Federal budget and 
avoiding programs that are patently inflationary. 

Copies of this letter are being sent to the members of your subcommittee. We 
also request that this letter be included as part of the printed record of the 
hearings just concluded. 

Sincerely yours, 
A. Z. NELSON, 
Director, Industry-Government Affairs Division. 


STATEMENT OF JOHN H. ELsg&, ON BEHALF OF NATIONAL RETAIL LUMBER DEALERS 
ASSOCIATION 


Mr. Chairman and members of the subcommittee, my name is John H. Else and 
this statement is presented to the subcommittee on behalf of the National Retail 
Lumber Dealers Association. 
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TITLE I—FHA INSURANCE 


A very important part of the business of the average retail lumber and build- 
ing materials dealer is the home improvement and modernization business. 

The title I property improvement loan insurance program of FHA has proven 
to be an excellent means of financing home improvements. 

H.R. 12153 introduced by the chairman would extend this program for 2 years 
and would increase the authorization for this program. 

We have long felt that the title I program should be made a permanent pro- 
gram in the Federal Housing Administration. 

To be constantly subjected to the possibility of the program terminating from 
year to year makes for instability in this program. 

We therefore urge the enactment of H.R. 12172 which would make the program 
permanent and provide the necessary additional authorization to issue loans. 

Section 102 of H.R. 12153 would increase the maximum amount of an insured 
mortgage on a one-family dwelling to $25,000. We support this provision of the 
bill. 

Subsection (b) of section 102 provides for an elimination of the downpayment 
on the first $13,500 of value and a reduction of the downpayment to 10 percent 
above $13,500 and below $20,000, and above $20,000 the downpayment would be 
25 percent. 

We are opposed to the elimination of the downpayment up to $13,500 because 
we believe it to be unsound. Certainly one should have some investment in his 
home to encourage him to properly maintain it and to have some inducement to 
keep up the payments. 

Subsection (c) would provide for a maximum maturity of loans of 35 years (40 
years in some instances). 

We believe that it is possible that the security for the loan might not outlast 
the mortgage. Furthermore the interest charges would be increased for the 
homeowner without a sizable reduction in monthly payments. 

Subsection (d) would require the reduction of the FHA mortgage insurance 
premium to one-fourth of 1 percent unless the commissioner determined that such 
reduction would impair the soundness of the insurance programs. 

We are opposed to this provision because it is mandatory. We believe the 
commissioner should have discretionary authority to reduce the premium, if such 
reduction is found to be actuarially sound. 

Sections 103 and 104 of H.R. 12153 affects the section 207 rental housing pro- 
gram and the section 213 cooperative housing program. We have no position at 
this time on these two sections. 

Section 105 of H.R. 12153 increases the general insurance authorization of 
FHA. It is our understanding that FHA may not need this additional authoriza- 
tion this year. If, however, an increase is needed we are of the opinion that the 
aggregate dollar limitation should be completely removed, as provided in 
H.R. 12214. 

Section 106 amends the sales housing provisions of section 220 of the National 
Housing Act to increase the maximum mortgage to $25,000. We are in favor of 
this Proposal, but oppose subsection (b) which would lower the downpayment 
requirements. 

We presently are taking no position on section 107 of the bill dealing with 
relocation housing insurance under section 221 of the National Housing Act. 

Section 108 would create a new mortgage insurance program for small rental 
projects which would include single-family detached units of eight or more units. 
This proposal has, in our opinion, considerable merit particularly in smaller 
communities. 

We do not have a position on section 109 dealing with the housing program for 
elderly persons. 


TITLE II—EXPANSION OF FNMA SUPPORT OPERATIONS 


For a number of years it has been suggested that a central mortgage bank 
shoudl be established to assure a more adequate and even flow of funds into home 
mortgages. 

There are differences of opinion as to the best means of accomplishing this. 

Time has not permitted us to adequately study these proposals but we believe 
that there is a need for some type of a facility and commend the subcommittee 
for initiating the study of such legislation. 


Section 211 would make a number of changes in the special assistance functions 
of FNMA. 
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Subsection (a) would require FNMA to pay par for its purchases of special 
assistance mortgages. We are opposed to this because it is in our opinion not 
financially sound. 

Subsection (b) would provide a ceiling of 1 percent for fees and charges of 
FNMA under its special assistance program. We feel that the present law 
giving FNMA discretion in setting these charges should remain unchanged. 


TITLE IIIL—SECONDARY MARKET FOR CONVENTIONAL MORTGAGES 


The provisions of H.R. 12158 to create a home mortgage corporation to provide 
a secondary market for conventional mortgages deserves the careful study by this 
subcommittee. However, as important and far reaching as this proposal is, it 
would seem that it is not a proper part of an omnibus housing bill, and should be 
considered separately. 


TITLE IV—FHA INSURANCE FOR SITE PREPARATION AND DEVELOPMENT 


Section 401 of H.R. 12153 would provide a new FHA program to insure mort- 
gages on installations and improvements made by private developers to convert 
raw land into building sites for homes. 

These mortgages would not exceed $5 million or 80 percent of either the esti- 
mated value of the property at completion of development or the cost of the land 
plus the cost of development. The maximum maturity would be 5 years and 
maximum interest 6 percent. 

We realize that it is often difficult to finance the development of a site. 

However, we have not had sufficient time to adequately study this proposal, 
and therefore, we are not taking a position on this provision of the bill. 


TITLE V—DEPARTMENT OF HOUSING AND URBAN AFFAIRS 


Section 501 of the bill H.R. 12153 would create a new department in Govern- 
ment for housing and urban affairs with Cabinet status. 

This proposal is not new. We have some misgivings about this proposal not 
the least of which is the constant expansion of Federal activity in municipal 
or local affairs. 

It seems to us that this matter is of sufficient importance to be considered 
separate and apart from an omnibus housing bill and that more time and study 
be given the proposal by this committee before taking any action. 


RELOCATION ASSISTANCE ACT OF 1960 (H.R. 12152) 


Title I—Relocation assistance 


This title would increase the maximum relocation payment to families and 
business firms displaced from an urban renewal area as a result of governmental 
activities. It also would give the displaced firms an opportunity to relocate in 
the redeveloped area. 

Also, it provides that the Federal Government pay the salaries of full-time 
officers dealing with relocation of displaced persons, as a part of urban renewal 
costs. 

We oppose the latter provision as unnecessary and an additional financial 
burden on the Federal Government. These are employees of the local agency 
and should be paid by such agency. 

Title II—Low-rent private housing 

This title would set up a new direct loan program for middle income persons 
displaced by Government action. 

Its purpose is to enable nonprofit corporations to build rental and sale housing. 

It provides for 60-year loans at an interest rate of 2 percent. 

We are opposed to this proposal, because such a program is not economically 
sound. The 2 percent interest rate is clearly a subsidy at less interest than 
the Federal Government pays for the money it borrows. 

The 60-year term would mean that the value of the security would depreciate 
faster than the loan would be paid off making it an unsound loan. 

A number of the provisions of the bills pending before the subcommittee 
apparently were proposed upon the assumption that unless there are some new 
and bold programs for housing the housing industry will have a bad year in 
1960 and the years to come. 

We do not subscribe to this reasoning and believe that to pass legislation 
which would place the Federal Government further into the housing business 
isa costly mistake. 
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STATEMENT OF GEORGE McLAIN, PRESIDENT, NATIONAL LEAGUE OF SENIOR CITIZENS, 
AND CHAIRMAN, CALIFORNIA INSTITUTE OF SOCIAL WELFARE, LOS ANGELES, CALIF. 


GENERAL HOUSING LEGISLATION 


Mr. Chairman and members of the committee, my name is George McLain. I 
am president of the National League of Senior Citizens, which represents some 
250,000 elderly men and women in 21 States. I am also chairman of the Cali- 
fornia Institute of Social Welfare. Both are nonprofit corporations dedicated 
to the welfare of the elderly. The National League operates on a nationwide 
scale, with broader interests and goals. The California Institute conducts a 
wide range of activities at the State level, constantly struggling for better con- 
ditions for our old people, as well as the blind and the otherwise handicapped. 
I appear before you today as the spokesman for the California Institute, to 
describe briefly our difficulties in attempting to provide low-rent housing for 
California’s aged. 

Of our 50,000 California members, most are elderly men and women, in Cir- 
cumstances similar to those of older folks all across the Nation. The majority 
are women. Almost all are very poor, engaged in a day-to-day struggle to main- 
tain spiritual, moral, and physical standards of living, despite minimum financial 
resources. Their needs are many and great. I won't go into these in detail, 
because most of you gentlemen are familiar with the grim facts that have been 
exposed by recent investigations. Our old folks are, for the most part, among 
the neediest citizens of our rich country. They live in daily dread of serious 
illness, knowing that a breakdown in health means pauperism and a cot in the 
charity ward of a county hospital. It is our fervent hope that this Congress 
will take some action to offer the elderly some form of health protection. 

Less dramatic, perhaps, but equally urgent, is their need for decent housing. 

Since the end of World War II, this country has displayed unprecedented in- 
terest in providing homes for its citizens. 

Returning GI’s came home to a land that opened its purse wide to establish 
them in homes of their own. Thousands of neat subdivisions, populated by 
young, working families are an inspiring testimony to the timeliness of this 
program. 

In our big cities, slums are being demolished to make way for vast redevelop- 
ment projects. The facelifting of our great metropolises, on a scale never before 
dreamed of, will unquestionably make America’s cities the most modern, most 
fabulous in our age. 

Finally, the murmur of unrest among the elderly came to Congress attention. 
The old folks, too, wanted help from their government to improve their living 
conditions. A revolution in living patterns had left them in a housing limbo, 
so to speak. The urbanization of America deprived them of the traditional 
rocking chair on the broad porch of the old homestead. And the demolition of 
the slums drove them from the beehive hotels in which they had sought shelter 
in the cities. As new hotels, new apartment houses, and modern subdivisions 
displaced the older boarding houses, walkups, and tenement buildings in cities 
and towns, old men and old women were scattered in waves of human be- 
wilderment and confusion. 

In 1956, Congress enacted the first Housing for the Elderly Section of the 
Federal Housing Act. 

The leadership and the members of the California Institute of Social Welfare 
were jubilant. Long concerned about the lack of decent, low-rent housing for 
older men and women, the California Institute viewed the 1956 action as the 
first long step toward meeting an urgent need. Under the terms of section 207, 
nonprofit organizations could qualify for 90-percent financing for the develop- 
ment of low-rent housing-for-the-elderly projects. 

We lost no time in seeking to translate our hopes and plans into reality, under 
the provisions of section 207, Since 1957, we have been working toward the 
consummation of a housing for the elderly project in Fresno, Calif. This project, 
FHA No. 121—00055—A, has a replacement value of $4,356,200. It would provide 
homes for 1,050 men and women of later years, in 556 living units on a 42-acre 
tract. Facilities would include a completely equipped community center, with 
stores, shops, post office, medical offices, and a place of worship. Social and 
recreational facilities would also be provided. In short, this carefully planned 
community for the elderly would be a model village, self-supporting and self- 
contained. 

We have been informed by the Federal Housing Administration that our pro- 
posal is unique in its field, in that it comprises the first large-scale housing for 
the elderly development, offering low-rent dwelling units. Other proposals sub- 
mitted to the FHA have been much smaller in scope. Virtually all are planned 
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for higher income oldsters. Some restrict occupancy by means of substantial 
admission fees, as high as $7,000 to $9,000. Our Senior Citizens Village, as we 
propose to call our development, entails no admission fees. Rentals would range 
from $63.50 per month to $72.50 per month, amounts easily within the reach 
of most California oldsters, even though their incomes consist only of World 
War I pension, social security, or the State old age pension. This is the income 
group most desperately in need of help. 

Unfortunately, we are still far short of our goal of providing decent homes for 
these oldsters, although it has been almost 4 years since the passage of the 
original housing for the elderly section of the Federal Housing Act. The major 
stuinbling block impeding our progress may be expressed in two words: “Eco- 
nomic soundness.” 

This phrase, as applied by the FHA, effectively nullifies the intent of Congress 
by its narrow emphasis on fiscal feasibility. It places nonprofit groups in the 
position of meeting financial requirements that would be difftcult for profitmak- 
ing corporations to meet. 

Only with respect to “subsidized” projects does the FHA set aside its “‘eco- 
nomic soundness” yardstick. But they refuse to accept our contention that our 
project is (a) fiscally sound in its conception, and (b) subsidized. As a non- 
profit corporation, we are exempt from payment of local property taxes. This 
amounts to (FHA estimate) $90,000 per year. We anticipate no repayment or 
interest return on our substantial equity investment. This would represent an 
additional subsidy of some $45,000 per year, making a total subsidy of $135,000 
annually. I believe that few organizations could offer more firm guarantees 
of continuing subsidization. 

The FHA, in apparent defiance of the intent of the people, as expressed by 
Congress, has used the criterion of “economic soundness” repeatedly to frus- 
trate and thwart our efforts. 

In section 231, passed by Congress in 1959, Congress directs the FHA Com- 
missioner to “insure any mortgage * * * to provide housing for elderly per- 
sons * * * which shall * * * if executed by a private nonprofit corpora- 
tion * * * effectuate the purpose of this section, involve a principal obligation 
not in excess of the amount which the Commissioner estimates will be the replace- 
ment cost of the property or project when the proposed improvements are 
completed.” 

Thus the 1956 section was broadened in 1959 to provide for 100 percent finane- 
ing. 

This obvious advantage has never been applied by the FHA to our proposal. 
In answer to an inquiry by Congressman B. F. Sisk, of California, under date of 
March 22, 1960, FHA Commissioner Julian Zimmerman offers this hazy expla- 
nation: 

‘“* * * For those projects dependent entirely upon the rental income to meet 
operating expenses, reserves, and debt service, and not subsidized, a ratio of debt 
service to net income criteria, or limitation, is imposed, and no change in * * * 
status is apparent.” 

As a result, we find ourselves in the difficult position of providing a total of 
$771,255 in equity requirements, demanded by the FHA for our project. This 
means that our proposal will only receive mortgage insurance equal to 838 percent 
of its replacement cost, notwithstanding the provisions in section 231 for 100 
percent financing. 

With $105,000 already spent in processing our application to this point, plus a 
$200,000 investment in land, we cannot afford to abandon our plans. 

We will proceed, despite the sacrifices we must make—suacrifices we did not 
even vaguely anticipate when we embarked so hopefully upon this effort 3 
years ago. 

But the eventual establishment of our Senior Citizens Village in Fresno will 
represent only minute progress toward meeting the housing needs of all our 
elderly people. Other projects, in other places, at other times, must be under- 
taken. It is our fervent hope that they will be undertaken under more en- 
couraging circumstances. Therefore, I recommend the following proposals for 
the consideration of this committee: 

1. Appropriation of $100 million or more, for direct, Federal loans for housing 
for the elderly developments. 

2. Allocation of these funds on a basis of State-by-State need and interest, 
instead of a share-and-share-alike policy. 

3. Elimination of the “economic soundness” criterion and substitution of the 
“acceptable risk” principle in housing for the elderly, such as is now applied to 
section 203(i) “under $10,000” housing and military housing. 
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4. Mandatory legislation requiring FHA to grant 50-year loan payback periods, 
as specified by Congress in the Housing Act of 1959. (Present FHA policy is to 
restrict paybacks to 40 years, regardless of the 1959 provision. ) 

5. Federal legislation to make funds available to nonprofit corporations at 
minimum interest and service charges, for the development of housing for the 
elderly projects. Ironic as it seems, this Government now extracts a profit in 
providing funds to nonprofit groups for this purpose, a practice that makes 
establishment of genuine low-rent housing for the elderly projects vastly more 
difficult. 

Adoption of these recommendations in the form of legislation would greatly 
stimulate the construction of housing facilities for America’s older men and 
women. 

It is to be hoped, too, that this committee will take note of the attitude of the 
Federal Housing Administration toward legislation enacted by the people of 
the United States, through their elected representatives. In its strange deter- 
mination to administer as it sees fit, the FHA appears to have lost sight of a basic 
tenet of our form of Government—the sovereignty of the people. This agency 
should be reminded that the people delegate powers—but only such powers as 
are distinctly specified. For the FHA to usurp powers not delegated to it, and 
interpret the laws passed by Congress to fit its own purposes, places the FHA 
in conflict with deeply rooted American principles. 

Perhaps the answer lies in tedious spelling out of every detail in legislation 
which must be administered by this Federal agency, in order to prevent obstruct- 
ing and obfuscating interpretations. 

Whatever the possible solution, this problem deserves the most serious con- 
sideration of this committee. 1 am confident that, with full possession of the 
facts, this committee will arrive at a just and practical conclusion. Further- 
more, I am certain that this committee will give due regard to the factual 
presentation of our frustrating efforts to provide low-rent housing of good stand- 
ards for a large, neglected segment of our population, and will take such action 
as is necessary to expedite the development of future housing for the elderly 
projects. This is one of the greatest challenges facing our Nation today. It is 
the responsibility of this generation of Americans to meet it boldly and 
imaginatively. 

Thank you for your attention. 
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MORTGAGE BANKERS ASSOCIATION OF AMERICA, 
Washington, D.C., May 25, 1960. 
Re H.R. 11914. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing and Committee on Banking and Currency, 
U.S. House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN RAINS: I am writing this letter at the request of the 
board of governors of the Mortgage Bankers Association of America, of which 
association I am the general counsel, with the request that you include the 
letter, if possible, in the printed hearings of your committee on the various 
housing bills which are now before your committee for consideration. 

The provisions of H.R. 11914, introduced on April 26 by Dr. A. Ferndés-Isern, 
have been brought to the attention of the board of governors by Mr. Brown L. 
Whatley, a former president of the association. The provisions of the bill were 
considered by the board at its regular spring meeting held May 23 in Wash- 
ington, D.C. After discussion, the board indicated its general approval of the 
purposes of the bill and authorized me to address this letter to your committee 
on behalf of the association. 

The board recognizes that in contemplating such a new program there may 
very well be a number of details which may be troublesome and which will 
have to be worked out in cooperation with representatives of the Federal Hous- 
ing Administration so that the interests of that agency would be protected 
in all eventualities, and that action would have to be taken in this regard 
before the program could become effective. 

The board also recognizes that before such a type of ownership could be of 
advantage to many areas of the United States, enabling legislation would have 
to be enacted in various States. 
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However, with the recognition of these problems, there was general agree- 
ment among the members of the board that the proposal is one which merits 
serious study by your committee, and one which should have the support of the 
association. 

Sincerely yours, 
SAMUEL E. NEEL, General Counsel. 


NATIONAL COMMITTEE OF SECTION 608 OWNERS, 
Washington, D.C., May 18, 1960. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, 
House Office Building, 
Washington, D.C. 

DEAR CHAIRMAN Rains: As you know, our trade association is made up of 
mortgagor-owners of mrultifamily dwellings constructed under section 608 of the 
National Housing Act. I hope that in your present hearings you will inquire into 
the problem of competition between 608 projects and certain FHA proposed urban 
renewal projects and public housing projects. 

Some of our members have, complained about this problem. We are strongly 
in favor of urban renewal and public housing programs to the extent that they 
are reasonable and necessary in the public interest. However, we do not believe 
the public interest is served when these projects draw occupants out of other 
FHA-insured multifamily housing and cause vacancies, which can only lead to 
ultimate foreclosure and loss of investment by our members. 

FHA has been most cooperative in assuring us that it has a policy against 
such competition. Nonetheless such competition does exist, and is at the present 
time causing some of our members serious injury. 

I trust you will include this letter in the record of your present hearings and 
will inquire into this matter in connection with general housing legislation. 

Very truly yours, 
JAMES A. BLANCHARD, IT, 
Chairman, 


STATEMENT OF LYNN HARRISS, OF THE AMERICAN SOCIETY OF LANDSCAPE 
ARCHITECTS 


My name is Lynn Harriss, field secretary of the American Society of Landscape 
Architects. The following views are with reference to one portion of H.R. 
12153 known as the Home Financing Act of 1960. 

This society recognizes the increasing scarcity of usable land for residential 
development, under what is sometimes referred to as the “urban pinch.” This 
situation, in view of the exploding population, is not likely to improve. It is 
essential, therefore, that the areas yet remaining, in metropolitan areas particu- 
larly, be designed so as to afford the absolute maximum in the amenities and 
efficiencies of living. 

This is not to envisage frills or fanciness. It is rather to insure against 
wasted space, against awkward and ungainly schemes. It is to design areas 
logically and in their entireties, taking into consideration not only natural 
features such as topography, but also manmade environments, such as the 
proximity and relationship to nearby communities, cities, and traffic ways. 
Skillful, comprehensive and integrated planning will lead to convenience, safety 
and well-being for every family who takes future residence in the area, and will 
guard against early obsolescence. 

We would agree with the general objectives of this bill in title IV: FHA Insur- 
ance for Site Preparation and Development. However, we find it lacking in 
one significant area. Whereas it spells out in detail how to handle the mort- 
gages, taxes, insurance, and even details the objects used in the development 
such as water lines, sewer lines, pavements, curbs and gutters, it is entirely 
silent regarding the standards of design needed to bring all these elements into 
focus. We are concerned lest hasty or unskilled design jeopardizes the worth 
of otherwise promising developments, turning latent assets into liabilities, both 
to the community and to the Nation. 

Therefore we respectfully recommend that this section be restudied to include 
first, a clear statement of, or reference to standards of design which are of the 
highest competence, but which do not stifle imagination or adaptability to a wide 
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spectrum of environmental conditions; and, second, a requirement that design 
be done by capable, independent consulting firms of professional integrity, subject 
of course to review by the FHA. In this way we believe that the maximum 
dollar value, not only to the developer, but also to the eventual homeowner 
and to the community, will be assured. Thank you. 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United States believes that Federal Gov- 
ernment intervention in the workings of free markets and Federal Government 
competition with private business firms generate instabilities in our economic 
system, and that market mechanisms free of Government controls are essential 
to strong, sound and sustained growth and prosperity. 

Further, the national chamber believes that Federal intervention into local 
community development affairs has markedly adverse affects on local govern- 
ments, and that the Federal Government should withdraw, at the earliest 
practical time, from its position of intervention in local affairs. 

Local responsibility for community development is a principle which should 
be encouraged and developed, not destroyed. The principle of local responsibil- 
ity is central to the idea that Government should be limited, not all powerful. 

The national chamber is using its resources to encourage continued public 
acceptance of the concept of local responsibility. 

To advance this concept, the combined talents of three committees of the 
national chamber have been applied to the preparation of guidelines for com- 
iuunity development. 

Seven booklets—the Community Development Series—present the recommen- 
dations of the national chamber committees. The titles of the booklets are: 

(1) “Balanced Community Development” 

(2) “Community Analysis—Foundation for Decision Making” 

(3) “Comprehensive Planning—Guide for Community Growth and Change” 

(4) “Planning Urban Renewal Projects” 

(5) “Modernizing Local Government” 

(6) “Financing Community Development” 

(7) “Community Leadership—Key to Local Development” 

‘These publications are now being given nationwide distribution among com- 
munity leaders. 

We are expanding our efforts among our 2,800 member chambers of com- 
merce, and with other groups, to make local responsibility for community de- 
velopment effective. 

Several national trade and professional associations and service organiza- 
tions are urging their members to join local efforts to work toward balanced 
community development. 

A number of multicommunity business firms are arranging for increased 
participation by company executives in local programs of community develop- 
ment. 

The national chamber program will include demonstrations by selected cities 
of the recommendations in the community development booklets. 

We believe that the capacity of communities for providing the needed re- 
sources of leadership and financing for community development is adequate and 
that Federal intervention in community development is not only unnecessary 
but also is less imaginative, more costly and slower than the problem solving 
by communities. 

H.R. 12152 and H.R. 12153 would increase the role of the Federal Government 
in construction affairs and in construction and business finance, and would in- 
crease Federal intervention in local public affairs. Specifically, major pro- 
posals contained in these bills would: (1) increase Federal participation in 
local relocation matters arising in connection with local community renewal 
and redevelopment projects; (2) increase existing, and set up additional, direct 
Federal loan programs; (3) increase Federal payments for certain urban re- 
newal projects; (4) expand Federal operations in mortgage markets, and (5) 
establish a Department of Housing and Urban Affairs. 

This statement is in opposition to H.R. 12152 and H.R. 12153. 
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H.R. 12152 


Title I, section 101, would increase maximum relocation payments—payments 
for moving expenses and actual direct losses of property for which compensation 
is not otherwise made—to $300, in the case of the individual or family displaced 
from an urban renewal project, and to $3,000 or (if greater) the total actual 
certified moving expense, in the case of a business concern displaced from an 
urban renewal project. (Maximums contained in current law are $200 and 
$3,000, respectively.) This section would also (among other amendments) 
provide for Federal payment of the full salary of local officials who manage 
and supervise the relocation of displaced business firms. 

Renewal and rehabilitation operations involve the improvement of local areas 
for local purposes. Relocation of families and business firms, and the payment 
of salaries of local public officials—like all other aspects of community renewal 
and redevelopment operation—are, basically, a local responsibility. The pro- 
posals noted above would increase Federal Government intervention in these local 
affairs. 

Section 102 provides for direct Federal loans—at an interest rate of 3 percent 
and with other terms similar to those for Federal Small Business Administra- 
tion loans for firms struck by catastrophes—to business firms displaced by 
urban renewal projects. 

This proposal would increase unfair Government competition with private 
sources of funds and would create additional rigidities (stemming from the 
making of loans on terms and conditions which are not market-determined) in 
areas of finance in which flexibility is needed for growth with stability. 

Title II of this bill provides direct Federal loans—at 2 percent interest rates 
and with 60-year maturities—to nonprofit corporations for the construction of 
rental housing for low and middle-income families displaced by urban renewal 
and slum clearance activities. These loans (covering the full costs of projects) 
would be financed—in an aggregate amount not specified—by Treasury public 
debt transactions, and the notes or other obligations issued to the Treasury 
would bear interest at 134 percent. 

These provisions, if enacted, would further divert the Federal Government 
from its basie constitutional functions by engaging the Federal Government, to 
an increased degree, in construction finance. The program would be supported 
by back-door spending operations not subject to normal congressional controls, 
and these public debt transactions would generate increased inflationary pres- 
sures and add to problems of debt management. 

Title III of this bill would provide that expenditures made by hospitals in 
or near urban renewal projects would be counted to the credit of local govern- 
ments in computing the Federal and local shares of urban renewal project 
costs. 

These provisions would generate increased Federal payments for urban 
renweal work and would reduce local responsibility for, and, ultimately, con- 
trol over, local community renewal and development projects. 


H.R. 12153 


Titles If and III deal with primary and secondary mortgage markets. Un- 
der the provisions of this bill, the Federal National Mortgage Association, for 
its secondary market operations, would be given broad authority to make com- 
mitments to purchase mortgages (bringing its operations close to the position of 
direct lending) and would be given authorization to make short-term (maximum 
maturity of 12 months) direct loans. Also, the Federal National Mortgage As- 
sociation would be required, in its secondary market operations, to purchase 
any mortgage offered (except those in default, in imminent danger or default 
or of defective title), and also would be required to make certain other changes 
in its operations. With regard to the Federal National Mortgage Association’s 
special assistance functions, the bill would require par purchase of any mort- 
gage offered (with exceptions as previously noted with regard to secondary 
market operations), and (among other changes) would further increase certain 
dollar authorizations for special assistance functions. A mortgage corporation 
to deal in conventional mortgages would be established by title ITT. 

Certain of the amendments cited above would engage the Federal Government 
in additional direct lending operations, while others would increase current 
direct Federal lending programs—both in direct competition with private sources 
of funds. Further, to the extent that these Federal operations are supported 
by public debt transactions, increased inflationary pressures would be generated 
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and debt management problems would be intensified. With regard to mortgage 
markets, the national chamber favors development of facilities for secondary 
markets through private investment institutions. 

Title V would set up a Department of Housing and Urban Affairs, would trans- 
fer all functions of the Housing and Home Finance Agency to the proposed 
department, and would make certain other changes in statutes. 

This proposal would place, at Cabinet level, Federal activities in fields which 
are traditionally individual and local affairs. Problems of housing and of local 
government affairs can be solved most efficiently without Federal intervention. 


CONCLUSION 


H.R. 12152 and H.R. 12153 contain provisions which would increase Federal 
Government intervention in construction and construction finance markets, and 
increase Federal Government intervention in local publie affairs. The national 
chamber—which takes the position that free construction and construction 
finance markets together with local initiative and responsibility in the conduct 
of local affairs are essential to a strong and growing America—therefore opposes 
H.R. 12152 and H.R. 121538. 


VETERANS’ ADMINISTRATION, 
OFFICE OF GENERAL COUNSEL, 
Washington, D.C., May 25, 1960. 
Mr. Joun E. BARRIERE, 
Staff Director, Subcommittee on Housing, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 

DEAR Mr. BArRIERE: This is in response to the inquiry of Mr. J. J. McEwan, Jr., 
of your staff as to the views of the Veterans’ Administration on proposals to 
extend the World War II veterans’ loan guarantee program beyond July 25, 1960. 

We have made reports to the Committee on Veterans’ Affairs on various bills 
(including H.R. 7903, H.R. 9601, and H.R. 9634) to extend the loan guarantee 
program beyond July 25, 1960. We have also submitted a report to the Com- 
mittee on Labor and Public Welfare of the Senate on S. 3275, a bill to extend 
this program to February 1, 1965. 

In these reports we pointed out that the basic purpose of the loan-guarantee 
benefit was to assist veterans to readjust to civilian life after their war service. 
We also stated our belief that the 13 years which will have elapsed by July 25, 
1960, since the end of World War II will have provided ample time for this 
purpose and that no further extension of the program for World War II veterans 
is warranted. 

Some of these reports also referred to the fact that in his budget message to 
the Congress on January 18, 1960, the President stated that there is no longer 
justification for continuing the readjustment program of direct housing loans to 
veterans and that there is no need for further extension of the World War II 
loan guarantee benefits. 

I hope this information meets your needs. 

Very truly yours, 
T. F. DALEY, 
Associate General Counsel for Legislative Services. 


— 





Pusiic Houstna ADMINISTRATION, 
HovusIne AND HoME FINANCE AGENCY, 
Washington, D.C., June 1, 1960. 


Hon. ALBERT RAINS, 
Chairman, Banking and Currency Committee, Subcommittee on Housing, U.S. 

House of Representatives, Washington, D.C. 

Dear Mr. CHATRMAN: On the possibility that it may be helpful to you and your 
subcommittee, we are enclosing a copy of our letter of May 31, 1960, to the staff 
director of the Senate Subcommittee on Housing. This letter contains informa- 
tion regarding construction costs in the use of slum sites in the low-rent housing 
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program. Since your subcommittee heard testimony on these subjects, it is re- 
quested that the enclosure be included in the record of the hearings. 
A copy of the enclosure also is being furnished the senior minority member 
of the subcommittee and Messrs. Barriere and Fink. 
Sincerely yours, 
LAURENCE DAVERN, 
General Counsel, 


PuBLIC HOUSING ADMINISTRATION, 
Housing AND HoME FINANCE AGENCY, 
Washington, D. C., May 31, 1960. 
Mr. JAMES B. CAsu, Jr., 
Staff Director, Subcommittee on Housing, Senate Banking and Currency Com- 
mittee, Washington, D.C. 

Dear Mr. Casu: This is responsive to Mr. Carl Coan’s telephone request that 
we furnish the committee with a statement of the Agency’s current policy regard- 
ing construction cost and the use of slum sites for low-rent housing. Mr. Coan 
made particular reference to an administrative ceiling of $17,000 per unit for 
total development cost. 

There is no ceiling for development cost in the low-rent program. The act, 
as you know, in section 15(5) provides for certain room cost limitations, which 
are exclusive of the cost of land, demolition, and nondwelling facilities. 

The act also in section 15(5) prohibits elaborate design and material for low- 
rent housing projects and requires that economy be promoted in their construc- 
tion and, in section 10(b), requires that annual contributions be strictly limited. 
To give effect to these laws, the Agency’s current policy is that the design and 
material used for low-rent projects conform with what is being done by private 
builders in the locality for middle income housing, taking into consideration the 
economic use of the site. 

We believe that if this policy is complied with construction costs will never 
reach $17,000 per unit for any project. Recent bidding in various localities, in- 
cluding Chicago, where the policy has been complied with, confirms this belief. 
We also find strong support for our opinion in plans initiated at Philadelphia in 
recent years. Under one of these plans the local authority undertook to provide 
low-rent housing through the acquisition and rehabilitation of individual row 
houses. Total cost per unit under this plan would be approximately $10,000. In 
another plan the local authority made arrangements to purchase new row hous- 
ing from a local homebuilder at a cost of approximately $12,000 per unit. Un- 
fortunately, both of these plans have been temporarily stopped by litigation. 

The agency also has no regulation against the use of slum sites for low-rent 
housing. The general policy of conforming with local practices with respect to 
middle-income housing would preclude the use of slum sites for row housing 
er other low-rise type of construction where the cost of the site was prohibitive. 

The answer to the problem of using expensive slum sites for low-rise construc- 
tion in the low-rent program appears to be the utilization of urban renewal proj- 
ect land. The Housing Act of 1959, as you know, provides in section 411 that 
urban renewal land be made available for low-rent housing at a price equal to 
the fair value of land to a private redeveloper who wants to buy a site in the 
community for private rental housing with characteristics similar to those of 
low-rent projects. While this law, by its language, is applicable only to land 
acquired subsequent to the date of its enactment, Commissioner Walker, of 
the Urban Renewal Administration, agrees that the pricing of urban renewal 
land for low-rent housing should be equitable, whether it be acquired before or 
after the enactment of the Housing Act of 1959. However, neither the Urban 
Renewal Administration nor this agency may force a locality to utilize urban 
renewal land for low-rent housing purposes. To date there have been few 
cases where localities have been willing to locate low-rent housing projects on 
urban renewal project sites. 

Please inform us if you require further information. 

We suggest that a copy of this letter be placed in the record of the hearings. 

Sincerely yours, 
LAWRENCE DAVERN, General Counsel. 
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FrepERAL Home LOAN BANK Boarp, 
Washington, D.C., June 1, 1960, 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
House of Representatives. 

DeEAR Mr. CHAIRMAN: Reference is made to the request of the Federal Home 
Loan Bank Board, made at the hearing before the subcommittee on May 25, 
1960, for permission to file a statement on title II of H.R. 12216 of the present 
Congress, and your request that such a statement be filed not later than June 1. 

The Board is not in favor of the enactment of that title, for reasons which 
are set forth below. 

As we indicated to the subcommittee on May 25, the Board is at all times inter- 
ested in finding ways and means of improving the flow of funds into home- 
mortgage financing. It is responsible for the supervision of the Federal home 
loan banks, which provide reserve credit facilities for their members, chiefly 
comprising those local thrift and home-financing institutions generally known 
as savings and loan associations and also as building and loan associations, 
homestead associations, and cooperative banks. It is the chartering and super- 
visory agency for Federal savings and loan associations. It directs the operations 
of the Federal Savings and Loan Insurance Corporation, which insures up to a 
statutory limit of $10,000 the savings of the public in savings and loan asso- 
ciations, such insurance as well as Federal home loan bank membership being 
mandatory for all Federal savings and loan associations and extended on an 
optional basis to such State-chartered associations as apply and are admitted. 

Savings and loan associations have had a long history in some financing in 
the United States. They have grown until their assets are in excess of $65 bil- 
lion, substantially all of which is invested in home mortgages. During the calen- 
dar year 1959 the loans made by savings and loan associations belonging to the 
Federal Home Loan Bank System, which amounted to more than $15 billion, ac- 
counted for approximately 40 percent of the home mortgage loans made by all 
types of lenders. 

Title II of H.R. 12216 would provide for the establishment of a new type of 
mortgage institution, to be federally chartered and to be known as Federal mort- 
gage investment companies. Some of the principal features of these companies 
are set forth below. 

Any number of natural persons, not less than five, could apply to the Board of 
Directors of the Federal National Mortgage Association for a charter as such 
a company. The title provides that said Board shall issue a certificate of in- 
corporation if, after examination as therein provided, it is determined that the 
company is lawfully entitled to be chartered under the title and if at least 25 
percent of the capital has been subscribed for and paid in cash, Government 
securities, or first mortgages or such other liens as are authorized investments 
under the title. 

No requirements as to the character and responsibility of the applicants, the 
necessity for such an institution, reasonable probability of its usefulness and 
success, or absence of undue injury to properly conducted existing thrift and 
home-financing institutions, such as are imposed in the chartering of Federal sav- 
ings and loan associations, are provided by the title. 

Upon being chartered, the company would have authority to originate as 
mortgagee, or to purchase, and to service, sell, borrow on the security of, and 
otherwise deal in mortgages insured under the National Housing Act, or insured 
or guaranteed under chapter 37 of title 38, United States Code, or (subject to 
a limit of principal obligation to not over 75 percent of the value of the property 
and subject to any rules and regulations promulgated by said Board) other 
first mortgages and first liens as set forth in the bill. These other first mortgages 
and first liens are not limited in any way to homes or other residential properties, 
or even to improved properties. 

When its capital stock had been fully paid, or before then with the approval 
of said Board, the company could “issue and have outstanding at any one time” 
notes, bonds, debentures, or other obligations in aggregate amount not exceeding 
(1) its paid-up capital or (2) the aggregate current unpaid principal of mortgages 
held by it and so insured or guaranteed plus its cash on hand and on deposit and 
the value of its investments of or guaranteed by the United States, or of the 
Federal National Mortgage Association. 
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From the foregoing brief summary it is apparent that this new class of com- 
panies would be highly competitive with savings and loan associations and other 
institutions. We see no valid reason to subject existing home financing institu- 
tions to additional competition in a field which is already extremely competitive. 

Even if the chartering of these institutions was made clearly subject to control 
by the chartering board, we would feel that the balance of convenience would be 
decidedly against the enactment of a provision for the granting of Federal 
charters to such institutions. 

The time limitation has not permitted us to ascertain the relationship of the 
proposed legislation to the program of the President, and this report does not 
constitute a commitment respecting said program. Copies hereof are being 
transmitted to the Bureau of the Budget, and information will be forwarded as 
to any advice that may be received. 

Sincerely yours, 
ALBERT J. ROBERTSON, Chairman. 


SUPPLEMENTAL STATEMENT OF RAFAEL PICO, PRESIDENT, GOVERNMENT 
DEVELOPMENT BANK FOR PUERTO RICO, SAN JUAN 


Mr. Chairman; I respectfully request permission to expand my recent state- 
ment of May 20, 1960, before your committee in view of Commissioner Zimmer- 
man’s testimony last Friday before the Senate Housing Subcommittee of the 
Banking and Currency Committee. 

I would like to emphasize the fact that the individual units in a multifamily 
structure of the type contemplated by H.R. 1194 (introduced by Resident Com- 
missioner Fernds-Isern, of Puerto Rico) are owned in fee simple (see act 104 ap- 
proved June 25, 1958, session 4 of the Puerto Rico Legislature) and thus may be 
individually conveyed and encumbered and be the object of ownership or pos- 
session and of all types of juridic acts inter vivos or mortis cause, entirely irre- 
spective of the building of which they form parts. There are no air rights in- 
volved and title insurance could be secured. 

Secondly, the only relationship among the different owners is the right of co- 
ownership in the common element of the building and the responsibility of the 
sharing in pro rata, the maintenance and operation costs of said common ele- 
ment. The share with the other coowners in the common element of the prop- 
erty would be equivalent to the percentage representing the value of the apart- 
ment with relation to the value of the whole property. This percentage shall be 
computed by taking as a basis the value in legal tender of the apartment in 
relation with the value of the property as a whole, and must be expressed at the 
time the horizontal property regime is constituted. It will be of a permanent 
character and shall not be altered without the acquiescence of the coowners 
representing all the apartments of the building. The said basic value which 
shall be fixed for the sole purpose of these acts and irrespectively of the actual 
value, shall not prevent its coowners from fixing a different substantial value 
to his apartment in all types of acts and contracts. 

Third. When the owner of a unit wishes to dispose of it, he shall so notify 
stating the price to the other owners of the building who shall have, with respect 
to outsiders, preference for acquiring the same if within 9 days following the 
former notice they inform the seller of their desire to purchase. After the ex- 
piration of the statutory period of 9 days, the seller is free to sell to anyone. This 
short period of time, in my appreciation, should not be considered a hardship 
to FHA in the disposition of property they might acquire as a result of default 
on an insured mortgage. 

Fourth. From a practical standpoint it would be easier and less costly to dis- 
pose of a single unit in a multiunit structure than it would be to sell the entire 
structure under a blanket mortgage under section 213 of the National Housing 
Act. The relationship as regards foreclosure of a unit under a multiunit struc- 
ture in condominium, would be the same as foreclosure under section 203(b) of 
the National Housing Act. 

I sincerely believe that H.R. 1194 is a sound proposal, not in conflict with any 
present activity of the housing program. And if approved, it will undoubtedly 
increase the supply of privately owned housing units without undue risk to 
FHA. 

x 





